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A Set 


for working the exercises contained in “The Student’s 
Commercial Book-keeping,’ may be obtained from 
ARTHUR FIELDHOUSE, Box A. 27, HUDDERSFIELD, 2/6 
post free; one book only, 1/4 post free. The author uses 
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TO CORRESPONDENTS. 


Courtesy requires that all letters requesting favours or 
information should contain a stamped-addressed 
envelope for reply. The author does not enter into 
correspondence relative to Examination Papers. All such 
letters should be addressed to the Examiners or Hxam- 
ining bodies concerned. | 
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reek edition has not ake pesn: orth 
nd entirely reprinted, but it has also been 

so as to include most of the recent arora 

ate, and advanced examination papers. No 

vork on this subject possesses the advantage of 

g been written by one who combines the knowledge 

Xperience of modern business and accountancy — 

the requirements of the classroom, where he has 


t 3,000 students ; in other words, he i is, at once, a 
si ess man, a practising accountant, and a teacher. 
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he principles of the science are thoroughly taught, | 
le the practice of the art and current business 
as receive their due share of attention. Practical 
and up-to-date methods are a special feature. 


raduation - in the arrangement of the text and 
rises is maintained throughout, so that the teacher, 

is class, as well as the self-taught student, find 
Patek considerably lightened. All difficult points 
fully explained and well illustrated. 


s an Examination Guide it is unequalled. Eight 

indred and ten Gold, Silver. and Bronze Medals, and 

= ‘izes, including one Cash Prize of £100, secured by 
43 students of this book, all at recent competitive public 
e _ examinations, is, indeed, a marvellous record. 


As a Twentieth- ‘Century work of reference and 
office handbook it is becoming increasingly popular, 
being in constant use in hundreds of accountants’ 
offices. A dozen men in our office have made it their 
companion, says one of many correspondents. A 
glance at the Index is sufficient to convince anyone of 
the permanent value of the book. The list of schools - 
using this book in London, the Provinces, and through- 
out ‘the British Empire, as well as the hundreds of 
testimonials received, would require a substantial book 
for their reproduction. 


: ARTHUR FIELDHOUSE, 
«dune, 1920, . 66 West Parade, Huddersfield. 


# 


- GONTENTS OF “‘ COMPLETE’? WORK. 


— 
8. 


50 
62 


Suggestions for Teachers, 6. Instructions to Students 
Definition and Cause of Book-keeping, 11. Waste Book 12 
Definition of Account, 12. Theory of the Ledger 13 
Cash, Goods, Personal and Proprietary Accounts a 85) 
Double Entry and Journalising .. F3 eS 31 
Banking, Cheques, Crossings, ‘‘ Not Negotiable ” 

Interest, Discount, Bad Debts and Petty Cash 

Goodwill, Property and Depreciation .. ae 72 
Practical Book-keeping and Tabular Work eee A) 
Returns and Allowances. Trading Account en wei: 
Inland and Foreign Bills of Exchange.. -.. 153 
Consignments and Joint Accounts a “es .. 188 
Reserve for Doubtful Debts and Discount Ree 5) 
Commission Sales, On Sale or Return .. .. 208 
Mortgages, Overdrafts and Contracts - oe 
Single Entry ‘and Statement of Affairs . 220 
Partnership and Realisation Accounts . .. 247 
Trading and Manufacturing Accounts .. _ «a ale 
Self-Balancing Ledgers with Examples. . .« 285 
Examinations in Book-keeping .. oF +4200: 
Income Tax and Excess Profits Duty .. .. 340 
Joint Stock Company Accounts 2 .. 412 
Model Exercise of ‘‘ Nicotine, Limited ”’ .» 432 
Increase and Reduction of Capital 3 .. 470 
Reconstructions, Absorptions and Amalgamations . 474 
Reserves and Reserve Fund Investments . 493 
Receipts and Payments Accounts .. 497 
Income and Expenditure Accounts : os .. 498 
Double Account System with 13 pp. of Examples .. 503 
Bankruptcy, Statement of Affairs and Deficiency A/es. 522 
Royalties and Short Workings .. a = .. 543 
Cost Accounts with Examples ~. 648 
Insurance Accounts with Examples ; ae .. 5d6 
Departmental Accounts and the Tabular System . 566 
Hotel Accounts, Trading A/c. and Balance Sheet. 587 
Branch and Multiple Shop Accounts .. ok . 594 
Examination Papers, including 1919 (p. 968).. . 609 
Memorandum of Association (Verbatim copy) rere A 
Table A of the Companies (Consolidation) Act, 1908 .. 779 
Published Accounts of forty Companies 2. 195 
Executorship Accounts and Death Duties .. 861 
Accountancy, Banking, Legal and Commercial Terms 885 
Indexes of Text, Exercises and Examination Papers .. 945 


. 


INTRODUCTION. 


A knowledge of Book-keeping is absolutely essential 

to the satisfactory conduct of any business, however 

- ~ small. A Merchant’s books may be regarded as his 
- mercantile chart, from the consultation of which he 

_ should be able to ascertain, not only his exact position 
on the turbulent sea of commerce, but also to learn 
whether the course he is pursuing is likely to take him 

into the harbour of competence and wealth, or the 
Official Receiver’s refuge. ‘ 


Jt is a matter for regret that penal laws should be 
found at all necessary. On the Continent the use of 
' the “Journal” (in which every entry must be made 

_ before posting to the Ledger, this being known as the 
Continental System), is made compulsory, under heavy 
penalties for non-compliance ; and in our own country 
bankrupts are liable to punishment for failing to keep a 
sufficient record of their business transactions. One 
~would have thought that the satisfaction arising from 
recording their affairs in accordance with correct 
‘ methods of Book-keeping, would be sufficient induce- 
"ment to traders to learn to understand and practice 
: thoroughly systematic and intelligent Book-keeping, 
That this is not so, is evidenced by the fact that, every 
year, hundreds pass through the Bankruptcy Court, 
who have either kept no books at all, or those kept are 
' _ searcely intelligible. Next to extravagance, inefficient 
book-keeping is one of the principal causes of insolvency. 
3 . The cause of such a state of things is, probably, not 
’ far to seek, for while adequate facilities for all kinds of 
-___ professional training have been provided in this country, 
commercial education has been sadly neglected, and it 
is only during recent years that attempts, more or les; 
= serious, have been made to remedy this state of affairs. 


Training is quite as necessary for a commercial life 

as it is for a professional one ; and unless the youths 

of this country become willing to equip themselves 

thoroughly for the career upon which they enter, they 

will assuredly have to stand down while others will take 
their places, 


SUGGESTIONS for TEACHERS, - 
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1. As suggested by the Syllabus of the West Riding Cou 
Council each class should be taught collectively ; a portion of e 
lesson being devoted to the explanation of principles, transactions 
and terms, and a portion to the elucidation of difficulties met 
with in the home work. The class should be questioned as + 
the correct way of entering up each transaction, and the reas 


therefor. tg 


ae 


2. In addition to dealing with the explanatory matter occur- 
ring between, and relative to, each exercise, you should also — 
include in the lesson the explanation of a few of the mercantil 
terms, as well as the filling up of cheques, bills, and other forms 
specified by the Syllabus. ; Se 

3. Although the first nineteen exercises are not essential, I — 2S 
find the working thereof of such service to beginners, by reason — 
of their educational value and the material improvement it effects 
in the style of the pupil’s subsequent work, as to warrant their 
inclusion. ce) Sena 

4. Generally speaking the Syllabuses of the public examining —_ 
bodies are covered in the Elementary Stage by working exercises ae 
1 to 35, in the Intermediate Stage by working up to exercise 100, 
and in the Advanced Stage by working up to the end of the 
Complete or Advanced book. Sota 


a 
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5. In order to fix thoroughly the principle of double entryin —_ 
the students’ minds the nine exercises, 19 to 25 should first be __ 
journalised, posted, and a trial balance prepared. Then the next 
exercise, 26 (page 96), should be worked on the praetieal method = 
only, followed by the re-working of -exercises 20 to 25.0n the 
same method. The students will then be able to compare the ~ 
theoretical with the practical method of recording the same 
transactions. ‘The six exercises, 27 to 32, are specially designed 

for practical working only, after which all the exercises in the 

book should be worked practically. The answers to exercises 20 

to 32 are given on page 30. 


6. The tendeney of modern examinations is to require from 
the candidate a more detailed acquaintance with the practical 
methods used in. business houses than was formerly the - ease. 
Some Examiners are so possessed with the idea of the practical. 
that they either neglect or discount the theoretical and educa- 
tional aspect of the subject. In other words, they recommend 
beginners to learn praetical Book-keeping before acquiring a» 
_—. S ys 
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sound knowledge of the theory and principles. Every teacher 
knows that this method is educationally wrong. Those teachers 
who, contrary to the advice of the author, wish to teach practical 
Book-keeping from the very first lesson may do so by commenc- 
ing with the chapter on Practical Book-keeping, page 79. No 
more exhaustive exposition of elementary practical work will be 
found in any book on the market. 


7. Weare also told hy some Accountants, whose work brings 
them into contact with the accounts of large concerns and limited 
companies, that there is now no necessity to teach the keeping of 
a Goods A/c., notwithstanding the fact that such an account is so 
practical as to be kept in thousands of small businesses. “While 
students should be taught that in businesses with sales running 
into thousands a year, separate accounts should be kept for Stock, 
Purchases, Returns Outwards, Sales, Returns Inwards, there is 
no necessity to open these five accounts in a small business, for 
which a simple Goods A/c. is quite ample. Because some large 
concerns keep two Cash Books, one for recording Receipts and 
the other for Payments, it would be unreasonable to insist that 
every small business should adopt such a method. It has been 
suggested that all reference to the Goods A/c. should be deleted 
from this textbook, but such an omission would render the book 
imperfect, for two out of three Examiners are still setting Papers 
and asking Questions involving its use. It would be much more 
reasonable to suggest the omission of all reference to that farce 
known as Single Entry, upon which some Accountants and 
Examiners waste so much energy. 


8. The Exercises and Examination Papers included in this 
work are larger in number and greater in variety than those 
eontained in any other textbook, covering every conceivable 
transaction in all stages of the subject. The Teacher has choice 
of Exercises and Papers of varying length, some of which may be 
worked in a few minutes, while others require two or threo 
hours. It is quite impossible to include every Examination 
Paper in a work of this description, as between 70 and 100 
Papers are set each year. The average Examination Paper is 
merely a duplication of common transactions. It is important, 
however, that the text should be kept up-to-date, and this is the 
only textbook which is able to do this by reason of the fact that 
it is revised and entirely reprinted every two years. It is also 
worthy of note that this is the only work to which there is a 
FULL,.KEY, a new edition of which has recently been published 
including the solutions to the Examination Papers for 1919. 


give a neat appearance to your work. Figures 1 


~ serawl, or in flourished writing, are a discredit to the — 


INSTRUCTIONS to STUDENT: 
1. You will be required to provide y 
such Manuscript Books as directed by the 
Those sold by the Author, Arthur Fieldhous 
Box A. 27, Huddersfield, at 2/4 per set, post fre 
be found very serviceable. = Beata: 

2. Never fail to bring with you to the class 
textbook, note book, manuscript books, mediwm po miter 


pens and blotting paper. Broad-pointed pen 
should never be used. 
3. Most of the exercises will first need to be wo 
out on sheets of paper, and, after having been corre 
by the teacher, neatly copied into your man 
exercise books. aes eS 
4. Never leave an exercise unfinished on acco’ 
some error, but search it out, remembering that the 
essential of Book-keeping is Accuracy. “ 


5. Let your writing and figuring be such as wi 


not be joined together. Books kept in a slov 


book-keeper and an eyesore to his master. - Let 
Legibility and Neatness be your motto. Agate tas 

6. When entering an account, place the particulars — 
of the second and each succeeding entry the same 
distance from the left-hand margin as the first entry, so 
that the first letter in each word forms a perpendicular | rae 
line of capital letters ; and in the money columns place = 
units under units, tens under tens, &*. Tocommence 
one entry further in than another, or to misplace figures, __ 
detracts from the orderly appearance of your work. _ 

7. Never insert noughts in the money columns when 
unnecessary to the amount, as they are liable to léad +o. 
confusion when totalling. A dot or dash is preferable. 

8. Let all horizontal lines be thinly ruled in red ink. = 
Rule one line above every total and two lines under- 
neath every final total, but do not rule any lines after 
a total which is carried forward. 7 


ry 
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"_ 9. Always place the indication of a & by the side of 
each total, thus :— £626 10 6. 


10. Remember that every transaction must have a 
date, both in the subsidiary books and the Ledger. 

11. Do not fail to place Dr. and Cr. at the head of 
every account. 

12. Write the names and headings of books and 
accounts very boldly, so as to make them distinct and 
conspicuous. 

13. The totals of both sides of an account should 
always be placed on a level with each other, even 
though there are not the same number of items on both 
sides. 

14. Never insert balances or totals in ink until you 
have checked their correctness. 

15. Never scratch out an incorrect entry, but rule 
it through so that the error may still be visible on 


-inspection. Scratching out is untidy and likely to 


create suspicion. 

16. Regular attendance is of great importance. An 
evening student should make a point of being present 
at every meeting of the class, otherwise he finds 
himself seriously handicapped, as it is generally 
impossible for his teacher to depart from the syllabus 
and repeat a lesson—it would be an injustice to those 
who attend regularly to do so. The progress of a 
class as a whole is, and must be, considered before that 
of a few stragglers, who often blame their teacher for- 
the result of their own irregularities. Continuity of 
work is essential to progress. : 

17. Endeavour to be in your class five minutes 


before the appointed time. The unpunctuality of a 


few frequently wastes the time of many students. 

18. If you are desirous of being a credit to yourself 
and a source of satisfaction to your teacher, do not fail 
to complete, most carefully, the whole of your home 
work. Without work, progress is impossible. Do not 
wait until the arrival of the next class day before 
you commence to hurry through your exercises. 


breakfast, the ten minutes after dinner, the fifteen min- 


but commence immediately you reach home on leavi A 
the class. Do a portion each day. Do-not wait until - 
you have a complete hour at liberty before you com- — 
mence your exercises. ‘‘ Procrastination is the thief of — 
time,” therefore utilise the five minutes you have before 


utes at tea time, etc., and you will be surprised at the - 
result. In this manner the busiest youth can devote — 
from thirty to sixty minutes each day to his studies, 


19. If the instructions with reference to the working Be 
of the exercises are not complied with, the teacher may ~ 
not only refuse to correct your work, but may require it _ 
to be re-written. Pencil work will on no account be 
permitted, therefore use ink always. oon > 

20. You must not forget, in the study you are about 
to commence, that you will not be taught to keep the 
books of any particular trade, as a grocer, a draper, a _ 


cloth merchant or an engineer ; but that youwillreceive 
instruction in the principles of book-keeping and their 4 
general application to modern business, which know- 
ledge may be readily applied to the books of any specific 
business, which vary only in matters of detail, F = 


Efficient book-keeping is an absolute necessity, for 
three reasons (1) Personal, control over the business 
and the satisfaction of ascertaining results as to true i 
financial position; (2) Commercial, business depends 
to a large extent upon the accuracy of the information 
conveyed by the books; (3) Legal, the avoidance 
of the penalties incurred in case of Bankruptcy, 
Income and Super Tax, &c. 
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“PROPER ACCOUNT BOOKS. 


“The case of H.J.M., who had traded as an upholsterer 
AN ot . Street, London, H.C., came before the Court wpon 
an application by the debtor for his order of discharge. 

_ His Honour said ‘he noticed that the debtor had kept 
proper books of account, and they had been periodically Z 
balanced. This was so unusual a record that he should 
mark his appreciation of the debtor’s conduct by granting 
him an immediate order of discharge, subject only té& a 
Judgment for £10.” = 
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" BOOK-KEEPING. 


)K-KEEPING is the science and art of earn in 
cuniary transactions, so unremittingly and so 
ly, that you are able at any time to ascertain 
the result during a given period, (2) the exact state 
"portion of them, with clearness and expedition, and to 
rove their accuracy. 

; 2. The practice of scientific book- iReoping is no 
__- mere experiment, the results of which are doubtful and 
1” “uncertain. On the contrary, every result you obtain 


__ because you can prove your books as easily as you can 
_ prove a multiplication sum by division. This is very 
_ desirable as it affords the information which will 
nable you to protect yourself against excesses and, 
generally, keep due control over your business affairs. 


3. If all the facts relative to your business be 

properly recorded in your books, you should, at any 

time, be able to obtain ready answers to the following 

amongst other questions :— 

What amount do,I owe to each person 2 

What amount is owing to me by each customer ? 

Am I gaining or losing ? 

What are the sources of my gains and losses ? 

Am I solvent or insolvent ? If the former, what 
is the amount of my Capital? If the latter, 

a5 what is the amount of my deficiency ? 

_ 4. +The cause of Book-keeping is Gommerce—the 


interchange of surplus goods or commodities. These 
exchanges result in what are known as Transactions, 
which are the acts performed by two persons in 
buying, selling, paying, receiving ; in fact every act 
involving the transfer of money or money’s worth, 
from one to another, and every exchange for 
__ value, whether money, goods, or debts, which takes 
_ place in your affairs. [very financial change which 
occurs in your business is a transaction, even though 
no specific act is performed at all; for instance, 


Beewere 


ug 


our financial affairs at the end of the period, or any 


may be relied upon as being absolutely accurate, 


Seng ny eee 

_ if you are informed that one of your ds tors 
-absconded, leaving no assets behind, such a fact mu 
_be shown in your books, by closing the al 
defaulting debtor. The exercises contained in this 

are sets of transactions which, in the first place, 
be your duty to enter up in the various books in 
order, and secondly, to prove the accuracy of you: 
There are two ways of recording transactions—ch 
logical and classified. The former is advantageo 
entering, while the latter is convenient for referen 
5. The WASTE BOOK (which is now rarely us 
business houses) simply contains a roughly seri 
record of transactions daily arranged in the order i 
which they occur, without any regard whatever to th 
nature or import. All the exercises given in this” 
are really cuttings or extracts of entries from the V aste 

Book. (See exercise 19, page 35.) The chronological 
or in-order-of-date arrangement of the transactio 
the Waste Book facilitates the work of the stt 
book-keeper in entering up his other books. SES ioe 
6. In recording pecuniary transactions two 0 ects 

must be kept in view :— eee 
1. Each record or entry must be so explicit 4] ee 

at any future time, the exact nature of th 
transaction may be readily perceived with- 
out the aid of the memory. ee 
2. Hach transaction should be so elassified that — 
at any time the total result of such transac- _ 
tions during any given period, may be easily — 

ascertained. : co 
It will be clear to you. if you are to comply with these 
' two rules, that transactions of a similar nature or with 
the same person must be gathered and collected together 
in classes or groups, for which separate accounts will 
require to be opened in the Ledger, such as John 
Smith’s account, Henry Clay’s account, Cash account, 
Goods account, Profit & Loss account, &c. ; i 
7. AN ACCOUNT is a register of a particular class 

or group of pecuniary or money, 7.e., £ S$, d., trans- 
actions. To register or record a transaction isto make __ 
an entry. ae Aes 


‘ 
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THE LEDCER. 


8. The back which contains this ~ collection of | 


- Accounts and in which the answers to the questions 


specified in par. 3 are to be found is called the Ledger. 
It is the most important of all Account Books, in fact 
it is the only essential book. It contains a condensed 
and classified record of all the pecuniary transactions 
of the business, transferred, or posted from the Books 
of Original Entry. The Ledger thus becomes the 
permanent storehouse of all the transactions, in a 
form capable of ready reference. It facilitates the 
prompt collection of money due. 


9. It is found convenient and economical in the 
keeping of accounts to have the pages of the Ledger 
vertically divided into two equal parts : each of which 
is sub-divided into four sections ; the first section being 
for the date ; the second, the particulars ; the third, 
the folio; and the fourth, the amount; as follows :— 


TWO PERSONAL ACCOUNTS IN .THE LEDGER. 


PPro > Alfred Sykes, 16 Park Row, Leeds. Cr, 
Particulars {| Particulars 
Date, of Fol.|; Amount.J Date. of Fol,|| Amount. 
Transactions. Transactions. 
1908 Fl 8 (sid. £ |s.ld. 
Jan. 1) To Goods ...... B || 150) -| - : 
Dr. Asa Clay, 20 South Lane, Hull. Cr. 
. 2 
Date. Particulars. |Fol.|| Amount} Date. Particulars. |Fol.|| Amount. 
| —_ 
|| £ {s.jd.f 1906 £ (s.[d. 
| Jan. 1 | By Goods ...... 3 || 56 | -| - 


“Snuff,” so you must be careful not to record Sykes’ 
transactions in Clay’s account, or vice versa. 


F t \ > a 5 at r 
-* 44. The word DEBTOR, used as a noun, means ons 
: who owes value to another; as an adjective when — 
referring to the debit or left-hand side of an A/c. A 


debit is a charge ; hence a person must be debited with 


‘what he receives. To debit is to charge against, to — 


enter or set down a sum on the debit or left-hand side of 


an A/c. You will notice from the first account that ‘ 
Sykes, your customer, is ‘“‘ Dr. To Goods, £150,” which — 


means that he is Debtor or owes this amount to the ie 


owner of the Ledger. a 

The word CREDITOR means one to whom value is 
owing. The credit side (@r.) of an A/c. is the right-hand — 
side. To credit is to enter or set down a sum on the Cr, — 


or right-hand side. Clay’s account shows him to be  _ 


“ Gr. By Goods, £56,” which means that: he is Creditor 
or is owed this amount by the owner of the Ledger. _ 
12. . The student must bear in mind that each tran- 
saction must be considered as having no connection 
whatever with any that precedes or follows ; and must 
therefore treat each one as standing alone ; otherwise 
the terms Dr. and Or, may appear conflicting. . 
13. LEDGER ACCOUNTS may be divided into two 

great classes; Personal, those having to do wit 
persons, such as merchants and customers; and 
Impersenal, those not having to do with persons, such 
as goods, cash, capital, profit and loss, &c. impersonal 
A/cs. may be further divided into Real A/cs. and - 
Nominal A/cs. Therefore, however numerous and 
varied the a/cs. in the Ledger may be they can all be 
resolved into three classes :— 

1. Personal, which record transactions with the 
persons and firms with whom a trader deals ; 
that is, with debtors (customers) and 
creditors. 

2. Real or Property, which contains a record of 
property, possessions or things owned by the 
trader as Cash, Goods, Raw Materials, 
Leases, Buildings, Land, Ships, Furniture, 
Plant, Machinery, Stores, Stocks and 
Shares, Cattle, Bills of Exchange, Goodwill, 
Patents, Copyright, Trade Marks, &c. 


“Oy 


Ficti ous, 

cota d ‘the gains and losses also the net 
worth of the trader, and which supply the 
tint of the trading, such as the ‘Trading 
A/e., Profit and Loss Ajc., or the sub- 
if divisions thereof, as Trade or General 
_. Expenses, ‘Interest, Discount, Wages, Bad — 

Debts, Depreciation, Repairs, Renewals, 
_ Rates and Taxes, Rents, &. 


i4. It will be found instructive in working the 
Mowing exercises, to regard yourself as A. Pupil, a 

n erchant, whose books you are engaged in entering up. 
is will prove. particularly helpful in deciding the 
stion of Debtor and Creditor. 


 Inorder that you may, at once, become familiar with 
_ the method of keeping a/es. in the principal book, the 
Ledger, I will first of all place before you a few illus- 
ons and exercises on the three classes of a/cs.— 
, Personal, Nominal. 


ce jeg aaa ; and to credit eee with what goes — 
Out, viz. :—Payments. 
aa ¥ Exercise 1. 


1906. May 1. Cyril Dodd pays me ... £25 
cess pee ee SAT OL OSS ag OO oreo 9) one ah ee 30 
ze es 23 oa. L pay Sam Tate........ 30 
| Sie : art 452 Dos John: Green. ii. <s.< 15 
anaes » 5. Do. Henry Wild ...... 5 
— s,, 6. Ben Thorp paysme.... 10 
"Spee { 47-2. Levi-Read. do......... sa LS 
a Hra< |. ‘My Cash A/e. Cr. 
a - , > <3 y ogee 
 ——-1906 In. £ sd] 1906} Out. | |s.|d. 
4 a S RECEIPTS, | PAYMENTS. Z 
= _ Mayl |To C. Dodd |_|) 25 | - | - (May 3/By S. Tate 30 | -|- 
fe 22a.) ; Gross 30 | -}- 4) ,, J. Green 15 | -|- 
a 6|,, B. Thorp} | 10 | -|- 5| ,, H. Wild |. | 5 | -|- 
7|,, Lb. Read | || 18 | -|}- wv 


4 
ee 


or “Proprietary, a ah —— 


Ibis quite clear that you received items 1, 2, 6, 7, 

therefore debited your Cash A/c.; and th el 
4, 5, were payments which required to be credited. 
16. You will notice that the word TO is prefi 
each entry on the Dr. or left-hand side; and th 
word BY is prefixed to each entry on the Gr. or 7 

hand side of the above a/c. = 


You must never use the name of an alc. in that a/. 
thus in the Cash A/c. you must not enter “ To” o: 
‘By Cash.” The fact that an amount requires enter- 
ed ing in the Cash A/c. is proof that it is cash. In evel 
Re a/c. you must show To whom or what the a/c. is D 
and By whom or what the a/c. is Gr. : in other wor 
z the source of its receipts and the object of its paymen 
es Therefore the first receipt is read thus: “‘ Cash A 
a Dr. To C. Dodd for Cash received from him, £25,” and — 
=a the first payment thus: “Cash A/c., Cr. By S. Tat 
be for cash paid him £30.” aS 
9 17. The sum of your wealth is called your Capita 

therefore when opening a Cash A/c. with “ Cash 

hand,” you must. not enter your name opposite that. 

sum, but must use either the words, T'o Capital, or To 

3 Balance, £33. \ eee 

e Arrange two Cash A/cs. from the following :— 
Exercise 2, 


es O51 ad 


ae 


1906. May 8. Cashinhand ........ £33 
=the 2 8 > Paid! halls Sr aac) 
ee SO. sO. SAGe GOO snca tees 10 
» 10. Received of Cook & Co. 70 - 
» ll. .Sentto F. Wood ..... 25 
» 12. Z. Muir paysme ..... 16 
» 13. H. Sykes givesme .... 25 
tld ae Paldcintoubanices sees 60 
_ Exercise 3. 
1906. May 15. Ihave Cash ......... £29) = 
fate Oe LepayeA ag bial its eee 13 


»» 17. Received of A. Clay .. 36. 
» 18. Evans & Co. pay me.. 28 
» 19. Paid for Wages ....... 10 
55 20% Do. Goods....... 47 
» 21. Received for Goods ... 39 
» 22. Deposited in Bank .... 62 


re. 


our Manuseript book, and add up both 
the a/e. Place the total of the Cr. side under- 
1e total of the Dr. side, on a piece of paper. 
f one total from the other, and find the differ- 


as follows :— 


“Sesh n Sica RE: Cae erie £83 
OPe ed ee ae 50 
ee Difference ........+ £33 


difference of £33 is the balance, and the Cr. side 
ng the lesser by that sum, it requires placing on that 
side, prefaced by the words By Balance, in order to 
make the two sides equal. Then insert the total £83, 
_ at the foot of both sides, as shown in the example 
low, and rule off the total in red ink. This operation 
_ of equalising the two sides of an a/c. is known as 
' “balancing,” ¢/d. means carried down. and b/d. 
— brought down. _ ; 
a The £33 represents the amount you should have in 
the cash box, which you should count and check off. 
_ The a/c. will now appear thus:— __ 


My Cash A/c. 3 Cr. 
in. £ Ss. d, 1906 Out. £ Se d. 
RECH#IPTS. ; PAYMENTS. 
To C. Dodd 25 | -| - {May 3/By S. Tate 30 : 
2| ,, D. Cross 30°) =) - 1.5, 4. J- Green 15 |-|- 
;, B. Thorp TO eee Ole kd Wild 5 | -| - 
7|,, L. Read 18 | -|- », Balance \c/d|| 33 | - | - 
| ei ea |-|-[ g| 83 |-|- 
Tc Balance |b/d|| 33 | -{ - 


Balance Exs. 2 and 3. You will find that there is no 
difference between the two sides of Ex. 3, in which case 
we say that the a/c. “balances.” It therefore only 
requires the totals inserting at the foot of the a/c. 


49. GOODS A/C. or TRADING A/C. Commercial 
transactions consist largely of the purchase and sale of 


we’ Fa See get el Age 
- return to Exercise 1, 


articles of trade or merchandise. I will therefore no wo 
consider another Real a/c., Goods. Its objects are 
1. To register the amount of Purchases and Sales. 


2. To display the gross profit realised, or "Cher, 
gross loss sustained. 


The same rule for making entries applies to thie 4 
Goods A/c. or Trading A/c. as applies to the Cash A/e.; _ 
infact, it applies to all Real A/cs., viz.: What comes  — 

In or is purchased is Dr., and what goes Out orissold = 
is Cr. 


The word Goods as used here, is the general term 
meaning any kind of merchandise, commodities, or 
wares. HH you were a coal merchant, however, you 
would use the specific name, “‘ Coal Ale. > Goods sold 
for ready money are Gash Sales ; those sold for future 
payment are called Gredit Sales. ‘ 


Remembering par. 16, you will proceed to enter up 
the following transactions of A. Pupil :— 


: Exercise 4. 4 =i 
1906. Jan. 1. Bought Goods of A. Lée ... £200 =< 
“een Sold Goods to T. Day ..... 50 ee 
» 8 Sold Goods for Cash ...... 18 . 
» 4. Purchased Goods of F. Lunn 45 
» 5. Bought Goods for Cash .... 23 
» 6. Sold Goods to H. Kaye ... 100 
The above would be entered thus :— } 
Dr. My Goods A/e. or r Trading Ale. Cr. 
; ; Sore e oy 7 hel aS 
1906 In. £ |s/d.]1906| Out. £ |s.\d. la 
PURCHASES, SALEs, ; 
Jan. 1iTo A. Lee ..|- ||200 | - es 2\By T. Day.'. 50 | -| - 
= ‘ fot Lunn 45 |-|-f-,, 8] ,, Cash.. AB se 
oD) ns Cash.. 23 | - =i Olen Ete Kaye 100 | -| - 


You will Aone that you were the Receiver of items 
1, 4, 5, which came In, or were purchased by you, and oS 
therefore required debiting: and that you were the 
Giver of items 2, 3, 6, which went Out or were sold by 
you, and therefore required crediting. ‘A 


. 5 
Se 
3 


> op ta ee 4 rakee ¢ 
(a 1 ae lane Sie pe aon Pe ge Rene 


20. BALANGING. The first object of a Goods A/c. 
“2 Ad ding A/c. being attained you must now proceed 
to ase 

> ~ ‘ 


ertain the gross profit you have realised on the he 
above transactions. If you deduct the total ofthe Sales == + 
rom the total of the Purchases you will find that the — 
_ difference is £100.” This amount does not, however, 
_ represent the value of the unsold goods, which you —? 
_ must assess for yourself. To enable you to do this, it 3 
__ will be necessary for you to go into your warehouse or 
shop, and make a detailed list of the stock-in-trade, 
__t.e., the goods you have left, which you find to be worth 
£120. You will recollect in Ex. 1, that you had in your 
cash box the sum of £33, which you placed on the Cr. 
: side of your-cash A/c. in order to balance it. Younow _ 
_ find in your warehouse a balance or stock of goods, 
value £120, which you will similarly place on the Gr, 
side of your Goods A/c. or Trading A/c. as follows :— 


a By Balance (Stock) £120. vite 


This amount represents either the cost price or the 
current market price, if that be lower. than the cost, 
of the goods on hand, sometimes called the closing 
stock. You will now total both sides of the a/c. on a 
slip of paper as follows :— rae 
a Total of Cr. side ..... £288 
3S 3 re DiS Site caans 205 


Difference ..... £20 


x Unlike the Cash A/c. you will find that the insertion 
of the value of the “.Goods on hand, £120,” does not 
make the two totals equal each other. Why is this? 
__~ Because, while the difference between the two sides of a 
Cash A/c. is simply an excess of receipts over pay- 
ments, the difference between the two sides of a Goods 
A/c. (after inserting the balance or stock) is either a 
gain or a loss. If you sold your goods for exactly the 
game price as you gave for them, then the Goods A/c. 
would balance ; but you generally dispose of them at an 
increase upon the purchase price, consequently the Cr. 
side exceeds the Dr. side, the difference being a gross 
profit. In this case you effected three sales, charging 


FES eS Soe pe 


than you gave for them, and therefore g: 


~ follows :—T'o Gross Profit £20. Then insert the total, 
£288, at the foot of both sides, when the Re . 
_ appear thus :— 


Dr. My Goods A/e. or Trading A/e. 
1906 In, Out. 
; SALES AND 
OPENINGSTOCK CLosiInG 
& PURCHASES. Stock. 
_ Jan 1/To A. Lee .. By T. Day 
Saar ds, be Lunn », Cash.. 
Mee Die Gaslics os », H. Kaye 
»G@vossProfit 1, Bal.(stock)|c/d 
; = : 
To Balance. b/d 


your customers, altogether, £20 more for 


which enter on the Dr. side of your Goods . 


Arrange two Goods Ales. or Trading ae from thee - 
following Exs. “ Goods on hand,” called the Opening — 
Stock, must be entered To. Stock in accordance with — 
par. 17. In Ex. 6 you will find that a loss was 
sustained, and-that the difference between the two sides — 
will require entering on the same side as tue stock—_ 
the Cr. side.—By Gross Lose £6. 


Exercise 5. 


1906. Jan. 7. Goodson hand ......... £120 - —- 
» 8. Bought Goods for Cash... 40 — — 
» 9. Goods sold to A. Hall . 37 6 6 
3, 10..-Sold-Goodsitor Cash-...52 4b = 9 26 
» ll. Bought Goods of D. East 70 — — 
» 12. Sold Goods to Kaye & Co. 153 — — 
yieelio: Do. Scott & Co. 28 -— — 
Value of Stock........ 3110 - = 
Exercise 6, ae 
1906. Jan. 14. Goods on hand ......... £31 10. = Gaga 


» 15. Bought Goods of Sims & Co. 53 10 
»» 16. Sold Goods to J. Knox .. 30 -— 
» 17. BoughtGoods ofSmithBros. 45 — 
» 18. Sold Goods to T. Smith 64 — 
5 Ls Do. . C. Waite 9 - 
oy Os Do. for Cash... 5 = 

Stock valued at ...... 16 = 


Risen 1 


— 


Sig he! 
a 


: — ¥ Ba os & : = 
: . _—" ae ot ty pa a a 
3° ee =e =) Shee ie <a 
* sth, = ag y cy ees i : . a 


~ 


: PERSONAL A/CS., by reason of including all 
customers, are the most numerous of the three 
sses of a/cs. and occupy by far the greater part of 
ur Ledger. Their object is to record all your pecun- 
 jary transactions with the persons or firms from whom 

you purchase ; to whom you sell; or in any other way 


f readily ascertain whether the person named at the head 
: of the account owes you a balance, or you owe him a 
_ balance, i.e., whether he is a debtor or a creditor. ~ 


The account of the person receiving value from you 
= 1ust be debited with whatever you may have given, 


_ whether it be cash, goods, or bills of exchange; and — 


on. the contrary the account of the person giving value 
to you must be credited with whatever you may have 
received, whether it be cash, goods, or bills of 
exchange. In other words, value In is Dr., value 
Out is Cr. 


, 
#. 


‘Exercise 7. 


1906. April 1. Sold Goods to Henry Gill £10 — — 
: Sor Do. -- do. 3.5 - 
> 3. -Received of H. Gill, Cash 10 — — 
» 4. Sold Goods to H. Gill ... 815 — 
= » 5. Received Cash of H. Gill 3.5 - 
“a 3 6. Sold Goods to do. 4 - -— 
= — » 7. Received Cash of do. 815 — 
Ledger a/c. of this Customer would appear thus :— 
Se > Dr. Henry Gill, 12 Easr Parapz, Lexrps. Cr. 
a GILL’s | GILL’s 
1906 | Receipts. | | £ |s./d.J 1906 | Payments. £ |s./d. 
_ April1/To Goods ..| | 10 | -|-|April3/By Cash.... 10 | -| - 
q eee ray LO scad ve 0 SSDI ler alah GO, veece-e 3] 5 - 
3 “ eR Cee So fs Sal 6 Usp fu een ees (oa 8 |15| - 
3 zs PETROS Race | 4}-|- 


Value came In to the a/c. of Gill, who was the 
Receiver of items 1, 2, 4, 6, which therefore required 
 debiting ; while value went Out of the a/c. of Gill, who 

__was the Giver of items 3, 5, 7, which therefore required 
crediting. 


_ have financial dealings ; so that at any time you may | 


rar 
a 


22. It is now for you to ascertain whether Gill owes _ 
you anything or not, by balancing as follows :— 


The total of the Dr, side is............- £26 
And the total of the Cr, side is ........ 22 : at 
} sae 
Leaving a Dr. Balance owing by Gill of £4 Boia. 
which requires placing on the Or. side, and the a/c. 
totalling and ruling off in red ink, thus :— = 
Dr. Henry Gill, 12 East Parapg, LEEDS. Cr. 
GILL’S GIL’S | 
1906. | Receipts. £ |s.|d.} 1906. | Payments.| || £ {s./d. $ 
April1)To Goods.. 10 | - | -JApril3|By Cash .. 10 | -|- os 
ee eae LO alate Boic5 ie | Stee iol gee GO nme « 3 | 5) = m4 
Sale ree Biles Corer feyeer' ey hoe 8 {15 - F 
PREG as oe Ores 4|-|- ,, Balance .\c]d)| 4 | - | - : 
z| 26°|- | le) Sb 

April7|To Balance b/d} 4 {-{- | 


*“* By Balance £4”’ represents the amount owing by 
Gill to you. It is called a Debit balance, which is the 
balance of an a/c. when the debit side exceeds the 
credit. A personal a/c. may have a balance on either 
side, or there may be no balance at all. When the Cr. 
side exceeds the Dr., as in Ex. 8, it is called a Credit 
balance, and in this instance you would be owing 
Gill £9. 


In Ex. 9 both sides equal each other, therefore the 
a/c. “ balances,’ and no indebtedness exists. 


23. BALANCES CARRIED DOWN. When a 
merchant balances and rules off his books he always 
“carries forward’ or “‘ brings down” the balances 
of his Real and Personal a/cs. to the opposite side of 
each a/c. These balances thereby. form the first entries 
in the new a/cs. See Cash, Goods, and Gill’s a/cs. 
Why should the £4 be carried down to the”Dr. side of 
the latter a/c.? Because Gill is indebted to or owes 
you £4. If you will refer to Gill’s a/c. before it was 
balanced, you will clearly see that he received from you 
four lots of Goods, and he only paid for three lots, 


eby creating a debit balance of £4. Therefore, in 
ng the new a/c. with a debit-balance of £4, you 
are only putting that amount in precisely the same 
position it was in before you balanced -his a/e. The 
» operation of balancing is one of convenience only, and 
_ must never alter the facts or the state of an a/c. The 
_ object of balancing is merely to show the amount due 
on a given date. 
When a set of transactions commences with “ He 
_ owes me,” or “I owe him,” the words To or By 
_ Balance should be used. Compile my a/cs. with Gill 
_ and balance each of them. 


Exercise 8. 


ae 1906. April 8, Henry Gillowesme.... £4 - =~ 

ss : »  9.*° Sold Goods to him...... eee Bs eae ae 
‘4 a ” 10. P "10 alte BA 8 Pe 7T-- 
oa » ll. Bought of Gill, Goods .. 20 - — 
~ » 12. Received Cash from Gill 6 - = 
ae » 13. Sold Goods to Gill ..... 31 6 8 
ee : _ 4 14. Bought Goodsfromhim 40 6 8 

4g F Exercise 9, 
ag 1906. April 15. I owe Henry Gill ...... £9 - = 
~ » 16. Bought Goodsfrom him 23 10 - 
ee ee SOLE iT; GOGUS  \<.%.0 i100 2110 - 
_—" lS Paid’ Cash-tozGill =... ec: ll = - 
3 » 19. Sold Goods to Gill ..... 14610 = 
= ee Oot DO eee ie eke es 15 10 6 
» 21. Received Cash from Gill 32 - 6 


24. There now only remains one other class of 
a/es. with which to deal, viz.:—PROPRIETARY or 
NOMINAL A/cs. These are accounts of neither 
persons nor things, but chiefly statements of income 
and expenditure, their object being to supply the 
Proprietor of the business with the results of his. 
_ trading, as well as to show how such results are . 
obtained. The principal proprietary a/cs. are Capital, 
Trading, and Profit & Loss; together-with the sub- 
- divisions of the latter, as Carriage and Cartage, 
_ Freight, Trade or General Expenses, Wages, Interest, 
- Discount, Commission, Bad Debts, Fuel, Lighting, 
Rents, Rates and Taxes, Repairs, Depreciation, 
_ Advertising and Stationery, Travelling Expenses, 
Office Expenses, Stable Expenses, &c. 


\ 


25, The PROFIT & LOSS A/c. has for its object ee 
the collection and presentation of all your losses or — 


expenses and all your gains or profits in one concise 


view, so as to display the net profit realised, or the 
net loss sustained for a given period. The word loss — 


when applied to book-keeping has a far wider applica- 
tion than when generally used ; in fact, it expresses the 
opposite of gain. If a customer failed to pay for goods 
sold that would be a loss ;. but this word is also used in 
reference to the cost and expenses of carrying on a 
business ; for instance, wages, coal, rent, taxes, repairs, 
advertising, all of which are regarded as losses; 
although materials or services are, of course, given in 
exchange for such payments. = = 
SEPARATE A/CS., known as subsidiary a/es., are 
frequently kept (to relieve the P. & L. A/c. of unneces- 


sary details) for Trade or General Expenses, Interest, — 


Discount, Commission, Bad Debts, Wages, Repairs, 
Lighting, Fuel, Carriage, Advertising, Dividends, &c., 
but the balance of each such subdivision is always 
transferred to the P. & L. A/c. on balancing the books. 

The rule of Receiver and Giver relating to Real and 
Personal A/cs. does not apply when entering profit and 


loss transactions. The rule you must observe here is | 


- debit all losses or expenses, and credit all gains. 

If you commenced business with £500, and the first 
month lost £50, you can easily see that some A/c. would 
require debiting with the loss, therefore you debit your 
P. & L. A/e. _On the contrary, if you gained £50 it 
would be to your credit, and you would accordingly 
credit your P. & L. A/e. 

Arrange your Profit & Loss A/c. from the following : 

Exereise 10. - 


1906. Jan. 7. Paid for Wages ........ £3 10 6 
eos tth DO. Gas aaiteine ate - 15 = 
rfp 4 Doo Rents. cae 10 -— — 
» 14 Dow. Wages =e snc se 3.10 6 
Arena 85) Do. = Rates, cana: tae er 
» ol. Ihave allowed Discounts -10 - 
», 31. Discounts allowed me... 5 8 — 
» 93l. Gross Profiton Goods ...20 -— — 
» 31. Commission earned byme 6 — -— 


nd Ce eee ‘i 


above transactions would be entered thus :— 
My Profit. & Loss A/c. Cr, 
og, | LOSSES OF THE | 
BUSINESS, 


ae To Wages....|| 3 
a2 Gas eeeaee 

fe-Rent 9.5 ai 10 
3 

1 


£ |s.jd] 1906. | GAINS OF THE 
BUSINESS, || ~ |S" 
Jan,31 |By Discounts..|| 5 | 8} - 
23-539 ” Goods A/c. 4 20 ular, 
Ww 9» 99 | 9 Commission]| 6 | - | - 
7 AgES.... 
2 Rates eeee 
», Discounts . 


Your Capital was diminished by the first six items, 
ES ivhich were losses, and with which you have debited 
Be poursel! while it was increased by the last three 
items, which were gains, and with which you have 
credited yourself, 


__ 26. BALANCING. Having thus set forth all your 
losses and gains you must now ascertain whether your 
business has resulted in a net loss or gain. You will 


_ of paper, and find the difference, thus :— 


aan Total of Cr. side ...... £31 8 = 
: on ” Dr. 93> fee eee 19 vi == 


Difference ...: £12 1 —- 


_ his difference represents a clear gain or profit to you 
which must be entered on the Dr, side To Net Profit to 
Capital A/c. £12 1s. Od.; after which insert the two 
equalised totals, when the account will stand thus :— 


s Dr. My Profit & Loss A/e. Cr. 


: Expenses or Profits or 

~ 1906. ee £ |s.\d.J 1906, Gains: £ is.\d. 
 . Jan. 7| To Wages....|| 3 |10| 6|Jan.31/By Discounts..| 5 | 8| - 
ens 1» GAS sees. 15} -1 4; 9 | 9 Goods Ajc. .|| 20 | - | - 


Rees, 12-5) Rent. 5...|| 10 | =| = $5) 93-| 19 Commission] 6 | - |= 
e 6©_ , 14 ,, Wages....|| 3 |10) 6 
zz pee alone ERLE we well kL 


m= -,, 81} ,, Discounts || | 
- | 4, Net Profit to 
Capital A fc.|| 12 | 1| - 


ee £}| 31 | 8} - 


_ add up both sides of the a/c., place the totals on a slip. 


26 


The difference existing between the two sides of a E 
Profit & Loss A/e., is always called 7'o or By Capital 


Alc., because it represents either an wnerease or 
decrease of your, the T'rader’s, Capital or wealth. The 
above a/c, shows you to be richer, and consequently 


possessed of more Capital at the close of the month by — 


£12 1s. Od. than you were at the beginning. 
Prepare two P. & L. A/es. showing net gain or loss : 


Exercise 11. 


1906, Feb. 10. Paid for Salaries ...... £6. 6 - 
eye De Do. Advertising ... 5 - - 
Ss Do. Repairs ...... 8 - - 
“a pee LS Do. Salaries ...... 6 6 - 
AN ery Do. Trade Expenses 15 6 8 
», 28. Discounts allowed to me 1 - - 
» 28. Gross Profiton Cloth ..° 35 —- — 
Exercise 12. 
1906. Mar. 31. Paid for Rent ......... £300: -— —- 
Do. Taxes. a. sans 40 - - 
Do. Coal and Gas.. 35 = = 
Do. Insurance..... 26 - = 
DOr WOASCS . aa tosses 1125 - — 
Discount allowed to 

CUSCOMETS. oi. seen ee 137 

Profit realised on Soap 1020 

Do. Candles 1341 


Commission received by me243 
Discounts allowed to me 93 


27. CAPITAL is the term used in reference to 
wealth invested or adventured by a person or company 
in any business or undertaking. It is the excess or 
surplus of what you have over what you owe. 

28. CAPITAL A/c. No Ledger would be complete 
which did not contain this most important a/c. with 
yourself as owner or proprietor of the business, showing 
your net worth. Although the Capital A/c. is properly 


referred to as an Impersonal A/c., it is really your — 


Personal A/c. with the business ; for whatever you 
invest in, or advance to, a business, you ultimately 
expect to receive back, with interest and profit. 
When opening a Capital A/c. you credit yourself 
with the net amount you invest in the business. On 
balancing the Ledger you transfer the difference of the 
P. & L. A/c. to the Capital A/c. (Par. 26.) Should 


e é 
— 
* 


liable 


od" 


difference be a net gain, your capital would be 
5 ereby increased, and you could credit the Capital A/c. — 
_ with the amount ; but if, on the contrary, the difference 
were a loss, your capital would be thereby decreased, 
_ and you would debit the Capital A/c. with the amount. 
If, while carrying on your business, you withdrew any 
cash to live upon, or took from your stock any goods, 
_ these amounts, not being expenses of or connected with 
_the business, would be called private or personal 
expenses, and as they would diminish your Trading 
_ Capital, they would require debiting against your 
_ Capital A/c. Arrange and balance your Capital A/c. 
; Exercise 13, 
1906. Jan. 1. I commence business with Cash ....£328 19° = 


. 3 31. My profit for the month is ........ LO Sx — 
oe emer Ihave withdrawn for private expenses 4 — -— 


These three items would be entered thus :— 


Dr. My Capital A/c. Cr, Sy = 

1906 | and net Loss £ isd) 1906 Witbont | || £ |s.d. 

; Jan.31\To Cash .. 4/|-|-|Jan.1By Cash ..|  /398 {19} - 
a - » Balance \c/d||387 |-|-] ,, 81) ,, NetProfit 
; from P. & 

| L, Ajc... 12 | 1|- 

gilaai | -| - | giisai | -| - 

2S (eee) 

Feb.1/By Balance |b/d|/337 | - { - 


From the foregoing a/c. you will see that your © 
Capital was increased by the Net Profit to £34I, 
and decreased by the withdrawal for private expenses 
to £337; showing the net increase of your Trading 
.Capital to be £8 Is. Od. 

‘Prepare and complete your two Capital A/cs. 

Exercise 14. 
- 1906 Feb. 1. Istarted business with{fa balance of Boe en 


» 28. Llost during the month .......... - - 
My Private Expenses were ........ 625 — 
4 Exercise 15. 
(1906. Mar. 1. Cr. Balance......--.esseeeeeeeees £301 - —- ; 
INT TOR Gee cic att sieterentreiel nieve os oe%ez0 100 -—- - 


bed 


‘Withdrew for self .........0se00 20 - - 
/ 


28 | ie 

29. A BALANCE SHEET (B/S.) is a statement at 
a given date showing the position of a bu8iness in 
relation to its proprietor and other parties. Asitsname — 
implies, it is used for gathering together all the differ- _ 
ences, or “ balances”? shown in Real and Personal ~— 
A/cs., with the object of finding out whether you are 
solvent or insolvent ; if the former what is the amount 
of your net or trader’s capital, if the latter what is the 
amount of your deficiency. It is a list of assets (7.e., 
what you have of value, and what is owing to you by 
your debtors) and liabilities (7.e., what you owe to your | 
creditors), : oe : 

All the balances “ carried down” from the Cr. to 
the Dr. side of the various a/cs. are called debit 
balances, and are your Assets ; while all the balances 
“carried down ”’ from the Dr. to the Cr. side of the 
various a/cs. are called credit balances, and are your 
Liabilities. = 

A Balance Sheet is not an a/c., but simply a state- - 
ment at a given date, showing the Liabilities on the : 
left-hand side, and the Assets on the right-hand side. z 
You must not head a Balance Sheet with ‘“ Dr.’’ and = 
“Cr.” nor use the words “To” or “‘ By” because 
these terms would convert the Sheet into an Account. 
Compile your Balance Sheet from the following :— : 

Exercise 16, as 


1906.— Jan..31.. Balance: of Cash’. 4>...8 ae eee £129 — — 
Closing Stock of Goods .......... 273 - — 

Balance owing by Harry Gilltome 100 -— — 

Ditto Dan Bates do. 37 - = 

Ditto Fred Oates do. 18 - - 

Balance owing to Mat Long ...... 84 - — 

Ditto. Sam Shaw ...... lll - ~ 

Ditto Fred Dean ..... * 25 — = 


The above may be entered thus :— 
Balance Sheet of AtperT Purtn, on 31st January, 1906. 


Liabilities, Assets. 
(What the Business owes) || £ | (What the Business Owns)|| £& 
Owing to Mat Long ......|| 84] Cashin hand .......... 129 
Do. Sam Shaw ......]| 111] Goodsin stock ........ 273 ; 
Do. Fred Dean ......|| 25] Harry Gill owes........|| 100 a 


Dan Bates owes........|| 37 
Fred Oates owes 


ne vee ates 


_ BALANCING. Oates: you can _ ascertain 
; ether you are solvent (i.c., able to pay 20/- in the £) 
insolvent (i.e., unable to pay 20/- in the £) it will be 
ssary to total both sides and see which is the 
greater. When the Assets side exceeds the Liabilities 
"side -you are said to be solvent; and when the 
x reverse is the case you are said to be insolvent. The 
_ difference is the extent of your Capital or Deficiency. 
__ In this case the Assets exceed the Liabilities by £337, 
= which shows you to be worth that amount. This 
-. - difference must be entered on the left side, using the 

word Capital. Then insert the totals as shown below, 
and rule oi in red pee 


Balance Sheet of ArBEert Popin, on 3lst January, 1906. 


Liabilities. Assets. 
, _ (What the aed pees _ & | (What the Business owns)|| £ 


= SMe Long tater nn ten). Bil) “CASI haa pees cane see S129 
SSAIIE OLA alc cicicisieecelie's eet t SE GOOUS me cerevicse 0 cicirarste | ATO. 


ee" Pred! Dedn.s..<5-.+22-.++. 95} Harry Gill .......... .. || 100 
_ DirFERENcE: Capital of the DansBatese. casauiesss est Ot 
Proprietor of the Business ..|| 337 | Fred Oates ............|/ 18 
E . £557 £)) 657 


ee Had: your Liabilities exceeded your Assets by £337, 
_ then you would have been insolvent. The difference 
would have required entering on the other side; 
Deficiency £337. If both sides of your Balance Sheet 
 équalled each other, you would still be solvent, because 
. you could discharge your Liabilities in full, but you 
__would have no Capital or estate, no surplus or excess, 


From the following construct two Balance Sheets 
and show the extent of your Capital or otherwise. 


Exercise 17. - 


1906. March 31. I have Cash in hand, £70 6s. 8d.; Coal 

unsold, £68 ; Value of Wagons, £80 ; Value of Horses and Carts, 
£130; Debts owing to me, £84 13s. 4d.; I owe Leeds Coal Co., 
£348; Lowe Rent, £50; Towe L. & Y. Rly. Co., £27 ; I owe City 
~, Bank, £346. 


PS eI Mean aE eee AOE ARE Ree a ee 


~ 


Exercise 18, ; Sei Buaies 
1906. June 30. I have Cash in Bank, £60, and on hand, £25; er 


Value of my“Goods, £320; Frank Gale owes me £93; Chas. = 

Sterne owes me £29; Value of my Shop, £240. > S 

Oredit balances as follows :—Mat Carr, £98; Fred Hall, ¥ 

£103 { Tom Brown, £400 ; Chas. Pears, £130 ; Abe Kerr, £36. a 

oA hte Exercise 18a, ; - z 
Prepare Capital, Cash, Goods, Personal, and P. & | s 

L. A/cs.; also Balance Sheet from the following :— = 


1906. Dec. Ist. Cash in hand, £1005 3rd, Bought Goods for — & 
Cash, £20 » 5th, Sold Goods for Cash, £153 7th, Bought Goods ‘ 
of John Ellis, £805 10th, Sold Goods to Harry France, £50 = 
15th, Paid J. Ellis, £50; 18th, Received from H. France, £25 + 

"22nd, Bought. Goods for Cash, £10% 26th, Sold Goods to H. 

. France, £45 ¢ 28th, Bought Goods of J. Ellis, £354 30th, Sold 

+ Goods for Cash, £25-; 31st, Paid Rent, £1 ; Paid Trade Expenses, 

£6; Value.of Stock, £40.. 


Answers to Exercises 20 to 32. (See pages 109 to 135) 


No. of} Gross Profit in Goods or Net Gain. Balance of 
Ex. Trading AJc. P,&L. Ajc. | Capital Ajes. © 
£28 £ jor oas Eero perch 
ZO Pilate wovsisyeis «oe-|| 50° | 14 4 32 | 10 2 575) 10 2 
Nest oreta oWeyate ado 92,14); 8 69 | 19 | 4 645) 9! 6 
PPV ASS OE sielerstenst 196); 3); 8 7 151 8| 8] 2151) 8) 8 
Dieu) lisvelsieleipas-¥istacer- 58 | 12 - 92 |-12 6 725) 7 6 
24 - eweesaliooe | ID - 126 5 9 1983} 19 9 - 
: eee 1037; 2 | 11 
Biche. ee eee (232 | 18 105 | 19} 2 { pee Sel 
Mo al in Sea aanies 104 6 6 26 | 11 6 | 1026) 11 6 
MeAgeace se 120 | - - 
27 {Soest 30 | - - 85 | 11 8} - 1969} 1 8 
Coffee ....|| 46] - - 
Dyewoods.|/288 | 11] 8 1479) 10 
28 {Colours 189 | 8 | 2 A  : { 1590) 3 ? 
Ort... B uy 
29 | Sherry a1} 14| a(t 265) 15| 9| aiad a7) 
DOA oe. ws 113 | - - | 
30 {cote STA LAI. | 15 2 2360) 15 2) 
Cocoa 36 | - - 
Tobacco ..|/124 | 1} 2 (1ses) 1| 3 
81 Cigars ....|/144 | 17 | 24} 209 | 11) 8 
eet {Cierra 69} 14) 2 (1238) 14 | 2 
Bengal....|/149 | 9 3 5025} 10 2 
32 Kurpah ../179| 1] 4 bo Moy ast ft oe 4671, 6! 9 
Madras ..|| 79 |} 9 | 9 517, 81 5 


~ CARRIAGE is placed to a separate a/c. in the above 
exercises, and not included in the Goods or Trading A/c. 


ee a ee 
THEORETICAL BOOK-KEEPING. 


31. There is only one system of Book-keeping, and 

_ that is generally known by the name of double entry, a 

two-fold entry being necessary because it takes two to 
_ make a transaction. 

The term Single Entry is, however, so frequently used 

_ that it is necessary to caution you against this mis- 

- nomer. Single Entry is the very reverse of a system, 

being the name applied to every faulty, incomplete, 

‘inaccurate, unscientific and unsystematic style of 

___—scaccount-keeping, in the application of which there is 

' generally a combination of no entry, single entry, and 

double entry. Strictly speaking, “single entry ”’ 

merely keeps personal accounts, which enable you to 

ascertain the debit or credit of the firms with whom you 

_ trade, and absolutely fails to keep any impersonal 

- accounts-whatever. The principal objections to this 


# 


-system are its incompleteness in only partially recording 


: each transaction, and its inability to prove the correct- 
F ness of its books. It affords no check on the accuracy 
of the posting and no safeguard against fraud. 

: Although the profit realised or the loss sustained may 
be ascertained, by comparing the state of affairs at 
_ the commencement of a given period with the state 
of affairs at the end of that period, it is impossible 
to discover how your capital has been increased or 
decreased. In recording some of the facts “single 
entry ’ does much of the work of “double entry,” 

_ whilst it possesses none of the advantages of ‘‘ double 
entry,” which records all the facts, as well as their 
results. One writer has well said that “ single entry ”* 


does not deserve a name, and he aptly suggests the: 


__ respective terms of ‘‘ Book-keeping ”’ for double entry 
and ‘‘ Imperfect Book-keeping ”’ for single entry. 

32. DOUBLE ENTRY is the name of the principle 

E: or method, the application of which will enable you, 

___ not only to answer all the questions set forth in par. 3, 
but also prove the correctness of those answers. It isa 
system which is absolutely perfect in its arrangement 

and mathematically accurate in its results. 

“| 

q 


would appear as follows :— 


You will remember that a transaction consists of an : 
exchange or transfer for value, either in the form of 
money, goods, or services. The words exchange and = 
“ transfer ’’ at once imply two sides or two parties. It 
is therefore the first principle in Book-keeping that 
there must be two parties in performing atransaction— ~~ 
one that receives and one that gives. It is impossible 
for there to be a debtor without a creditor. The © 
receiver is called the Debtor, and the giver the — 
Creditor. If every transaction has two sides to it, ifit 


-is of a two-fold character, there must, in order to make 


a perfect record of the transaction, be two entries in the 
Ledger. If there is a double effect in the transaction 
there must be a double entry in the record, the one to 
the debit of one a/c. and the other to the credit of 
another a/c. Thus, if you pay John Lees £20, he 
becomes your debtor, so far as that transaction is con- 
cerned, and you become his creditor. Your Ledger 


Dr. John Lees, Cr. ; 
Fey oi [sid . “, 
To Cash .. 20 | - | - | | “4 
Dr My Cash A/c Cr ; 
| | £ |s.(d. 
| By J. Lees 90-41 bs 
i| 
| 


33. The advantages of double entry are :— 
1. The correctness of all entries can be verified, 
2. The value of the purchases and sales, with the 
gross profit realised, or the gross loss 
sustained, is clearly set forth. 
3. The net gain or loss is clearly displ i 
oe Profit & Loss Me PES : = 


: 7 . 4 


+ The exact state of your affairs is verified by 
the agreement of two balances quite dis- 


a the Capital A/e. and that of the Balance 
ol Sheet. 


_. 


> The only errors which double entry cannot prevent or 
_ discover are (a) A mistake or omission in the original 
entry. (6) A double or equalising error in the transfer 

_ tothe Ledger. (c) Posting an amount to the wrong a/c. 


34. It would, of course, be possible to enter the 
_ transactions direct from the Waste Book into the 
_ edger, without the intervention of any subsidiary 
.. é ~ books ; but as such a practice, even with great care, 
would be likely to lead to errors and omissions which 
it would be difficult to discover, it would not be 
_ advantageous or economical to adopt such a course. 

In order to avoid such errors and omissions, the 
_ chronological record is first used, and a subsidiary 
book is employed in which to prepare and arrange the 
entries into debits and credits, for the principal book, 
the Ledger. Subsidiary means helping, assisting, aid- 
ing. This subsidiary or helping book is called the 
_ JOURNAL or daily register, and may be said to classify 
the transactions into debits and credits so as to simplify 
their transference into the Ledger. The pages of the 
__ Journal are vertically divided into five sections, viz. :— 


2 3 4 5 
: Capa: (dfs (-B.d. 
Body of the Journal, where/Led. ' |Dr. cr. 
the wording and narration|Fol. || Mo|ne|ly | Mo} ne\y 
of the entry is written Col. || Coljum|n | Col umn 


} 


to correspond with the 
two sides of the Ledger. 


Example of Journalising. Dr. Cr. 
Goods A/c: 12... ese Dr.| 8 || 200 ‘ 
To Albert Lee........ 9 200) - | - 


Por Goods purchased. i a 


similar in their composition—the balance of — 


MN Soe eS ee eee ete, eee gel ae ee nS ee 


Se 34 


35. A NARRATION is a reason for, or explanation — : 


of, an entry. Thus the words For Goods purchased 
at the foot of the entry on the last page, explain and 
give the reason for the preceding entry. Narrations, 
however, while rarely used in elementary book-keeping, 
are frequently employed in journalising important 
transactions in the accounts of limited companies. 


36. JOURNALISING is the act of recording your 
transactions in the Journal, so as to facilitate their 
transfer to the Ledger, and is particularly helpful in 
enabling you to grasp the principle of book-keeping by 
double entry. Each transaction requires at least two 
lines in the Journal. The transaction ‘“‘ Bought Goods 
of Albert Lee, £200,” is journalised in the example 
given.on the previous page. 


You will notice that the Dr. money column is placed 
before, or to the left of, the Cr. money column; there- 


- fore the name of the a/c. to be debited ‘“ Goods Aye: > 38 


written on the line above and before the name of the 
a/c. to be credited ‘‘To Albert Lee.” 


While the name of the a/c. to be debited is always 
placed close to the left-hand margin line, the name of 
the a/c. to be credited must be commenced a short 
distance from the margin line, in order to correspond 
with the position of the money columns. This arrange- 


ment is of great assistance to the eye when transferring 
the items to the Ledger. ; 


Tt is unnecessary to place “Cr.” after the name of 
the a/c. to be credited, because if one a/c. is Dr. it 
follows that the other must be Cr. While To must pre- 


face each credit item, the word By is never used in the 
Journal, 


A thin red line should be ruled between each tran- 
saction (not between each line), across the page, from 
the date column to the folio column. This gives a finish 


to your work, and «a distinctive appearance to each 
transaction. (See page oe): 


LMS 


a a a A aa at ely 


a. te See yt a. Ss gue 
37.. RULES FOR JOURNALISING. 

_ 1+ All Transactions. Every Dr. must have a Cr. 
_- * ~~ in order to comply with the principle of Double 


Entry, therefore take each transaction separ- 
ately and ask yourself two questions— 


a. What A/es. are concerned ? 
6. Which of them is Dr. and which is Cr. ? 


- 2. Real and Personal Accounts. 
a, Value coming into or Received by an a/c. 
A is Dr. . 

b. Value going Out of or Paid by an a/c. is Or. 
3. Nominal or Proprietary A/cs.. 


a. All Losses or Deductions from Capital are 
Dr. 
~ 6. All Gains or Profits, or additions to Capital 
—— are Gr. Em 


_Journalise Exercise 19, after which add up both 
- columns of the Journal to see that the totals are alike. 


Exercise 19. 
aa -  WASTH BOOK ENTRIES, of Albert Pupil. 
. = LOOK. 
_ | Jam. 1. Started with Cash (see par. 39) .....£520 - - 
— | ; 2 Bought Goods for Cash ............ 328 16 6 
- i aes 5. Sold Goods to Henry Gill .......... 10 - - 
ite Ge soold. Goods forsCagh si 45). eso a's os 48 3 6 
- | 4, 9. Received Cash from Henry Gill...... 10 - - 
| ,, 9. Sold Goodsto Henry Gill .......... 8 5 = 
ee Ae ABS Ditto Wleriry Gales fasts eae, ab 815 - 
a eee 35) Ditto Thomas Gee ........ cat AS ae OF 3B 
_ | 4, 16. Received Cash from Henry Gill...... 3°05 - 
ee » 19. Bought Goods from Harry Frost .... 50 - - 
me} 5.22. Sold Goods to Henry Gill .......... 4 - —- 
os no 26. Paid Harry. Wrost, Cash te o~ 2.0.6. 25 - - 
» 28. Received Cash from Henry Gill...... 815 —- 
ao: Ditto Thomas Gee.... 57 6 8 
>, 31. Paid Rent (see par. 25)... 0.2.2 ise 10. =. = 
. Value of Stock £250 6 4 


pe cl 


Capital A/c. showing yourself to be a creditor of the 


38. N.B.—Presuming that the first page of yor 
manuscript Journal will only contain thirteen of th 
above transactions, you must draw a red ink line dcross 
the money columns and total them both, underneath the 
red line at the bottom of the first page, as follows :— 


Carried forward £1107 6 8 £1107 6 8. 


No line should be ruled underneath these totals, but = = 
double red lines should be ruled under final totals. zm 


The top of the second page must commence as _ 
follows :— 


Dr. Gr. 
1907, Brought forward £11076 8 £1107 6 8. 


On the next line you will continue with the remaining = 
transactions, thus :— se 


Jan.30:~ Cash ~..... Dr.- £57- 6-8 
To Thomas Gee ....... £57 6 8&8. 


39. CAPITAL A/C. Staried with Cash, - £520, 
means that you have commenced business witha Capital 
of £520. It will be quite clear to you thatjthis‘amount 
is placed in the Cash A/c. which requires debiting, but 
it may not be quite so clear what a/c. requires crediting. 
When you, as proprietor of a business, invest therein a 3 
sum of money you must credit a Capital A/c. in orders. = 
to show to whom the capital belongs, otherwise your 
Ledger would not contain a record of all the facts. You _ 
must always regard your business as separate and 
distinct from yourself in your private capacity, and 
therefore you should open an a/c. called A. Pupil’s 


business because the business owes you £520, whichis — 
the amount of the -trader’s or proprietor’s capital. 
When there are several partners, separate capital a/es. 
are necessary in order to show what amount each of 
them has invested in the concern. (See par. 28). A eee 
person carrying on business alone, without partners, is 
called a sole trader. = 


eer ee eS * 
" 


cise 19 would be journalised as follows :— 
) 5 ~ ae ; ean 1 
ALBERT Purix’s Journal. Dr. Cr. 


ae, 


Co a ee rd 


Ce airy 


Clash aes aie Sst DE 48 
PB IPOO US tran state clases 78 
WASH ccs «eos nce n' 


Henry Gill ........ 
"EO: QOOGiic ars deena o's cniatee a 


»» | 15 | Thomas Gee ..............Dr. ~ 87 af 
2 IR GOONS er Oatee a's nese = = ee 


oc tO) ‘Oash. 5.00. op CN aoe opr ace les 3 
To Henry Gill. os. <.: Seratate E 
en rr g 
5 Se ee ee : 
Be |, 120 | Harry Frost .2.......5-..- Dr. 25 
Es” NO; OMSHS ss. ccSoca 0 siwtere-t ies onesies : : 
Bel 28.1: Onslies cs pak apexes se sie so Dr 8 : 
F To Penry- GA sais 5.05 nie cies 
_ 1» | 30 Oe Sec PIC Rae ICRC Dr.| ~ 57 
a : To Thomas Gee ....... awe 
__—_,, | 81 | Profit & Loss A/c. (Rent) ...Dr. 10 
Ss To Cash ........ ‘noe ecenees 
ee Total of Journal ......... £1174 


40. POSTING is the act of separately transferring 
each entry from the Journal or other Book of Original 
Entry, to the a/c. that such entry affects in the Ledger. 
- When posting from the Journal the amount is always 
entered in the same column in the Ledger. 


41. After totalling and ruling off the Journal you eels. 
will proceed to post, or make the classified record. — 


On looking through the Journal you will find that 
there are seven different a/cs. concerned, for each of 
which you will open an a/c. in the Ledger, writing the | 
headings very boldly. Always arrange the a/cs. in the 
Ledger in the following order :— — 


1, Capital and Impersonai A/cs. | 7 4 
2. Personal A/jcs. A 
3. Profit & Loss A/c. and Balance Sheet. 


When pesting, you must not forget the rule that 
the name of an a/c. in which you are posting an 
entry must not be written in that a/c. The first entry 
being in the Dr. column, will be posted to the Dr. 
side of the Cash A/e. in the Ledger thus :—1907, 
Jan.1. To Capital, £520; while the second item, being 
in the Gr. column, will be posted to the Gr, side of the 
Capital A/c. thus :—1907, Jan. 1. By Cash, £520, 
Hach line in the Journal indicates the a/c. in the Ledger 
to which that amount must be posted. 


42. FOLIOING. The pages of all books of account 
are folioed or numbered in numerical order for con- 
venience of reference. No entry must be transferred or 
posted from one book or page to another, without the 
reference number or folie being also posted. Therefore 
as each separate amount js posted into the Ledger, you 
must always be careful to :— ; 

1. Enter the Journal Folio in the narrow column 
provided for it in the Ledger. 


2. Enter the Ledger Felio in the narrow column 
provided for it in the Journal. ; 


apy eared Sepia abaya cack apse i pan iss Ayo 


43. TRIAL BALANGE. After you have finished 
posting and before attempting to ascertain what profit 
you have realised on your month’s transactions it is 
desirable that you should be certain that the postings 
have been properly made. Therefore, you will prepare 


piccsil eehicd laren ile dui, 


a. ne 
a Trial Balance, the object of which 
~ the Ledger has been correctly posted. . 


% 


z Write down on a piece of paper the names of the 
seven a/és. in the Ledger. Then add up the Dr. and 


_ postings opposite the name of such a/e. in the Dr. and 
_ Cr.Columns. You will then add up the two columns of 
postings, when, if the totals are equal, and also 
_ correspond with the total of the Journal, your posting 
is thereby proved to be arithmetically accurate. Enter 
the T.B. in your Journal. You will readily see that 
had you omitted, increased, decreased, er. misplaced an 
item itsvould have caused a disagreement between the 
totals of the two columns, whereupon you would have 
_ searched out and supplied the omission or corrected the 
"error. 


Pt 


TRIAL BALANGE of Exercise 19. 


a Dr. Cte 
\Led. : 

Ledger A/cs. Fol.) £ 8,-| d. £ 8. /d. 

De iellicee 93 ces a o.550. 4s 0): 1 520 | -< > 
Waste ee ie so 5 6 oe oe 1} 647 | 10 | 2 | 363 | 16 | 6 

’ e (OEE Aaa cr nee Tro 18- L6As6 {SGI 1 Ove 
a Sy voney Gillie: 0s .cs . Cae oe ee eae 
Thomas Geiss. hares ay Ai foe CA aaa) bret. 62128 

% (lap rast. wc ce we». Det <2 bas as BOSS ese ls 

A Profit & Loss A/c. ....... ee fees 0 eee 

Corresponds with Journal] £1174 | 13 | 4 #1174 | 13 | 4 


Having thus far proved the arithmetical accuracy of 
~ your work, you will now proceed to the next process of 
balancing and closing the a/cs. in the Ledger so as to 

arrive at the answers to the five questions in par. 8, 
and prove the accuracy of such answers. 


_ 44 STOGK-TAKING is the valuing of all goods on 
hand; together with the plant, machinery, fittings, 
appliances and other property belonging to, or used in 
a business, so that they may be taken into a/c. when 
balancing or closing the books, and enable the owner to 
discover his exact financial position. (See par. 20). 


is to test whether _ 


_ Cr. Columns of each separate a/e. and place the total 


45. BALANCING BOOKS is the winding-up and 


adjusting of all a/cs. in the Ledger, with the object of — 


finding what profits have been realised or what losses 


have been sustained during a given time. Balances are — 


more conspicuous when written in red ink. 


46. If you were actually engaged in carrying ona __ 
business, before you could balance your books, it would 


be necessary for you to take part in the tedious process 

of Stock-taking. As a class-room student, however, 

you are saved this piece of practical work by the Stock- 

in-Trade or Value of Stock being stated at the end of 
each exercise. 


If you refer to par. 20 you will find that the first 
operation in balancing is the placing of the Value of 
Stock on the Gr. side of the Goods A/c. in the Ledger 
thus :—Jan. 31, By Balance (stock) £250 6s. 4d. 


Add up both sides and place totals on a slip of paper ; 
find the difference as follows :— : 


Cr, side of Goods A/c....... £411 16 6 
Dr. side of Goods A/c. ...... 378 16 6 
This difference of .......... £33 - - 


being a gain, requires entering on the Dr. side to 


> 


equalise the A/c. thus :—Jan. 31. To Gross Profit £33. 


A joss would require entering on the Gr. side. 


Now insert the equalised totals of £411 16s. 6d., as 
shown in the key on page 42. 


47. This £33 is called your Gross Profit, because 
there have not been deducted from it any Trade 


Expenses, or other charges in connection with your 
business. 


You will now carry this £33 to the Gr. or “ Gains ”’ 
side of the P. & L. A/c. and enter thus :— 


1907. Jan. 31. By Gross Profit from Goods Alc. £33. 


* You will observe that the only item of expense is 
Rent, while the only source of income is profit on goods. 
It therefore follows that if the sum of the Cr. side 


ety 


me ey Pa i i mr ss ii 5 i! Nd 


eds the sum of the Dr. side, the difference must be 


a been deducted. In this case the net profit or difference 
requires entering on the Dr. side, thus :— 


dan. 31. To Net Profit carried to Capital Ale., £23. 


= r Net Loss would, of course, be entered on the Cr. 
side. rg 
Now insert the equalised totals of £33 as on page 43. 


3 48. This net profit of £23, which is an increase of 
-__ surplus assets, is due to you as proprietor of the busi- 
ness, and since you are richer by £23 than you were at 
the beginning of the month, this amount must be 
carried to your credit, that is, the Gr. side of the Capital 
A/je. and entered :—Jan. 31. By Net Profit £23. 


Your net Capital is thereby increased to £543, and as 
there is no item on the Dr. side you will balance by 
__ placing the sum on the Dr. side and entering :— 


1907, Jan. 31. To Balance, £543. 


Insert the equalised totals of £543 as shown on page 42. 


Now balance the remaining four a/cs. in the usual 
way by placing the difference or equalising amount in 
each case on the lighter side of the a/c. prefaced by 
Jan. 31, To or By Balance, and carry down the 
balances, after which the A/cs. are said to be closed. 

49. PROOF OF ACCURACY. The Cr. balance of 


__ the Capital A/c. (£543) represents the excess of Assets 
over Liabilities. As such Assets and Liabilities are the 


Hint 


___ palances of the Real and Personal A/cs., it must follow. 


’ therefore, that if the a/cs. are correct, a Balance Sheet 
E comprising the balances of the a/cs., except the Capital, 
- - will give the same balance as that shown by the Capital 
___— Ajc. Having ascertained by means of your Capital 
-_ A/c. what your Capital ought to be, you will therefore 
now proceed to establish, by the construction of a 
___ Balance Sheet, what your Capital is, by following the 
4 directions given in pars. 29 and 30. 

Compare your Ledger with key on pages 42 and 43. 


e net profit or clear gain, because all expenses have | 


“¥. — 
ees Fy rs 


You will 1 find that your awote exceed your Liabilities 
by £543, therefore you are solvent to that extent. 
While your Capital A/c. states that your Capital ought — 
to be £543, your Balance Sheet states that it is £543.” 
From the correboration or agreement of these two 
amounts: the balance of the Capital A/c. and the 
Capital in the Balance Sheet, your books are proved 
to be accurate. 


4 
LEDGER for Exercise 19. 
* . 
Dr. ALBERT Pupr’s Capital A/e. Cr. 
= a 
1907 £ | sld.} 1907 “| ¢ | sa. 
Jan,31 | To Balance ..\c/d//543|-|-sJan. 1 | By Cash ..... 1 |/520} - | - 
‘ a » Net Profit | 3 | 23] - | - 
¢ g|l543! - | - ~ gll543i - | - 
Feb. 1 | By Balance ..|b/d 543) = 
= Dr. Cash A/c. Cr. 
: 1907 Receipts. £& 1907 Paymenis. | £ | 38.Id. 
; Jan. 1 | To Capital ...| 1 ||520 -jJan. 2 | By Goods..../ 1 |/328/16! 6 
a >, Goods ....| 1 || 48 38 (2Or\ 5 ee Frost 1 |} 25) - | -; 
POs Sip cbs GHEY oc SE TO Sod sjees Rent gee TelleTOhe ee 
San LO dey cals Glee si It 3 » 9 | 9, Balance ..\e/d||283|13| 8 
eee) | ayy SEL GH St 8 4 ie 
pe e0cl- 5,2 Ta Geo... | Bue BT j 
= £)|647 £/1647)10) 2 
. Feb. 1 |-To Balance . .|b/d/|283 
Dr. Goods A/e. or Trading A/e, Cr. 
: 1907 Purchases. iS 1907 Sales. £& | s.}d. 
s Jan, 2 oCash...... 1 ||328 6f Jan. 5 | By H. Gill ...} 1 || 10] -| - 
: Lippe Pas rsa s ES sh ols] oem ea ant {0 io. Gate Clash, ae ee 1 |] 48) 3] 6 
.: ree 31 ” Gross Profit ” 9 ” . Gill . ik 3] 5] - 
a el carried to Petes 6: hu ieseee fs EES Ui ce NR lllogmete lin is 
: at P.&L:Afe.| 3 || 33 » 15] ,,T. Gee....|.1 || 87] 6 8 
eae Parl ltrs els Pot CSU Eby 1 4) -] = 
ie »» 81) ,, Bal. (stock)\e/a||250| 6| 4 
PA £411 £)/411)16} 6 
< Feb. 1 | To Balance ..|b/d||250/ 6 
i 


Done 


< 0. 
», Balance .. 


. : £i| 26) - | - 
Feb. 1 | To Balance -- b/d i I ly 
Dr. Thomas Gee, 8 Pavement, York. 

Be 1097 ~ £ lala. 
 Jan.15 | To Goods .:..| 1 By Cash ..... 1 || 57] 6| 8 
ng 3, Balance ..|\¢/d}| 30) - | - 
a £ £|| 87] 6| 8 
‘Feb. 1 | To Balance ~.|b/d 

A Dr. Harry Frost, 15 Ouse Street, Goole. Cr. 

1907 £ | a/d 

er Jan.26 | To Cash ..... 1 By Goods....| 1 |} 50} -|- 

. ” », Balance ..\c/d 

os “S {| &|| 50, =) = 

: : By Balance ..|b/d 0) - | - 
Ee Dr. Profit & Loss A/e. Cr. 
=~. 1907 Losses. |  |s.Ja.] 1907 Gains. £ |sld. 
= Jan.31 |“fo-Rent ..... 1 |} 40) - | -}Jan.31 | By Gross Profit 
“a 5) 81 | -,, Net Profitto| from 
z Cap, Afe. | 1 || 23) -| - Goods A/c.| 1 |) 33) - | - 
ec. ; iets | rasl- | - 
a ~ t £)| 33 £\| 33 
a Balance Sheet of AnpertT Purin, on 31st January, 1907. 
a Liabilities. g\s Assete. | s.jd. 

f PELAUEY SH OS Gs ste ¢ score ce iavotane't 25) - Cashin Hand fine: 2.0 oc. 283/13) 8 

OA ETAT pit vanes os a) 3 6 543) - Goods on hand ......... 250| 6) 4 _ 

Ree < Henry Gill . oy. ess 4) - j 

Thomas GOO cee esas 30} - 
£)| 568} - &}| 568) - | ~ 


Need Ce Riles Se ae eee 


any sum not exceeding £40 to a particular person ; or, 


_ if crossed, to blank ; such sum having been first depos- _ 
ited with the issuing office by the sender or remitter. A — 


small charge called powndage is made for the order. 
51. P.O.—A Postal Order is an order made by one 


3 Post Office to any other Post Office (not specified by the 


official), for the payment of any one of forty-one fixed 
sums, ranging from 6d. to 21s. to any person; the 
amount having been first deposited with the issuing 
office by the sender. A small charge called poundage 
is made upon issuing an Order. 


Both Orders must always be treated as Cash. 


52. TRANSACTIONS involving new difficulties are 
explained either in numbered paragraphs, or in notes 
at the end of the respective exercises. The numbers of 
such paragraphs are given in brackets at the end of the 


_ transaction affected, and a note is indicated by :—(N.B.) 


Exercise 20. 
1907. Journalise the following transactions of Albert Pupil :— 


Feb. 1. Assets—Cash in hand (seo par. 53a)...... £283 13 8 
Goodsion= hands: sany neere ties 250 6 4 
‘Henry Gill owes me .........5.. 4 — — 
Thomas Gee owes me........... 30 - - 
Lnabilities—I owe Harry Frost.............- 25. - - 
Capital 2s seus wee. 6438 - - 
Transactions :— 
» 1. Bought of Field & Co. (see par. 53b) 

6 doz. Pickwick Papers @ 8/- .£2 8 - 

4 ,, Vanity Fair @ 8/-..... 112 - 

1 ,, Green’s History @ 60/- 3 - - 
2 ,, Alton Locke @ 18/- ... 116 - 8 167 -— 


» 2 Sold to Henry Hoole— 


Kingsley’s Life ... -— 6 
Alton Locke ...... - 2 - 
8 


Darkest Africa.... -18 - 1 6 = 

»  & Bought Goods for Cash ................ 15 17 £ 
» 4. Sold Hy. Gill—Corn Law Rhymes - 10 — 
Whittier ........ - 56 - 


A-Lincoln oS.. .03- <3 == 2 Sel Sees 


50. M.0.—A Money Order is an order made by one _ 
Post Office to another specified office, for’ payment of — 


5. Bought of Cassell & Co.— 
_ _History of England, 10 vols. ..£3 10 
Se of Cbriat i. ot a. =" 8 
1 doz. Combe on Education .. — 10 


1 doz. 9. Mans s...--)— 10 


Received M.O. (Cash) from Henry Gill .. 
Paid for Repairs (see pars. 54 & 81) ..... 
moldohool= for Casha. <sisc<(iae Sows ale «oe 
Bought Goods for Cash ....... ; 
Sold to Henry Hoole— 

Huxley’s-Lay Sermons ....... 

PSMPMS bet hoe vile eck ote Gees Soe 


seen eens 


. Received P.O. (Cash) from Henry Hoole.. 
» .17. Sold to H.Frost—Modern Paintersl0 4 
Boswell’s Johnson .. 3 6_— 

Waverley Novels ...10 10 - 24 - — 


z » 18. Sent Harry Frost P:O. (Cash) ........... 1 - - 
4, 19. Bought of George Allen— 
> 1 doz. Sesame & Lilies @ 6/- each 3 12 —- 


ae 1,, Ethics of the Dust @ 6/- each 3 12 — 
1 ,, Ruskin’sSelections@7/-each 4 4 - ll 8 - 
~~, 20. Bought of Cassell & Co., Goods ......... 913 - 
5 22. Paid for Postage Stamps (par. 54) ....... I - - 
_ >» 28. Cash Sales during month (par. 53c) ...... 145.18 2 
Se oe ewe. aia vent. (par, 54) 20. os haven vee toa 10 - = 
: >» 28. Paid for Advertising (par. 54).......... “8 5 6 8 


Post the Journal into the Ledger. Make a Trial 
_ Balance, then Balance the Ledger, valuing the Goods on 
_ Hand at £175. Prepare a Balance Sheet. 

53. N.B.—(a) When opening the Journal, Assets 
being Dr. balances brought forward, are 
debited ; and Liabilities being Cr. balanees 
_brought forward, are credited, thus :— 


= 1907 . Lk Dr. Cr. 


ee Mabel ta| Cash. ss wei os Dr. 283 13 8 
ce Goods stale nrc ~ 250 6 4. 
ty -Henry Gill ..... ~ 4 - - 
| Thomas Gee ... ,, 30 - - 

To Harry Frost 25 = - 

» Capital ...... 548 - - 


wi Fite ds Pa en CPi 


AEROS 2 (eb6S. = = 


eA) Kae 


Ce 


Tie ta? 


a a 


2 underneath the above opening entries thus :— 


EO AN SR Re ee ea ek oe ae oO a ae 
46 


When posting these six items to the Ledger you. 
must use the,words Zo or By Balance. 

(6) Although there’are many particulars given as 
to the quantity and price of goods bought and 
sold, these details must not be entered in the 

_ Journal. The first transaction will come — 


Goods... 4k. Dr. £8 16 = 

To Field & Coz. Sas £8 16 -. 
(c) The term Gash Sales means receipt of cash 
for goods sold over the counter, and must be 
entered Cash Dr. To Goods. In practical 
work (page 79) enter on Dr. side of Cash 
Book :—To Goods or To Sales. ; pol 
54. A TRADE EXPENSES A/c. must be debited 
with Repairs, Stamps, Rent, and Advertising, &c. This 4 
a/c. is called a subsidiary P. & L. A/c. because it helps 
the latter and relieves it of much unnecessary detail. 
When closing the Trade Expenses A/c. enter on the Gr. 
side, By Transfer to P. & L. A/c. £18 4 2, and carry 
this total to the Dr. side of the P. & L. A/c., and enter 
To Trade Expenses Ajc., £18 4 2. The Journal entry 

for the first item of Expenses in Ex. 20 would be :— 

Feb. 10. Trade Hus. (Repairs) Dr. £117 6 


To Cash. isa ee 117 6 

Dr.. Trade or General Expenses A/e. Cr. 3 
1907 £|s.)d] 1907 [ | £| eld. : 
Feb 10/To Repairs ... 1)17| 6lFeb.28|By Transfer to 4 
» 22|,, Postages .. I> . | P. & £. Afe) |18) 42 | 
eh eo-ho Mcgee R=) cl eae 10) 4 -{ — 3 
»  »| >, Advertising 5} 6! 8 
e slis| al 2 . cee 


Supplementary Practical Exercise 20a. 
Walter Marshman (Woollen Merchant) had Assets and Liabil- 
ities on the lst November, 1908, as follows :— 


Assets. Cash in hand, £600. Liabilities. 
Stock of Cloth o.4.7....5 £2000 Due to Soames & Co. ... £400 
Due from Saml. Fletcher 100 ,, Broughton & Co. .. 300 
3 Jas. Ramshaw 50: “Capital -aiwces sea oeeiee 2155 
3 Edward Booth 35 —— 


- George Taylor 70 £2855 £2855 


ee 


, ; : \ . 4 4 
“Nov. 2 2. Bought from Soames’& Co. :— ee 
20 Pes. W’std. Coatings, Black =825yds. @5,-£206 ss ia 


10 Blue=4l4yds.@4/6 93 3 - 5 

5 8 Pes. Vicunas, Bik. & Blue = 280 yds.@5/- 70 —- - 

Bee ay Sd. Paid Soamés oOor 20. ok. Rigiel ear tre 300 - - 

‘ » 4. Sold James Ramshaw :— a 
JS 100 yds. Mixt. Trouserings .@.3/- £15 — - hee: 
a 80 yds. W’std. Coatings, Blk. @ 7/- 28 — - &: = 
a 50 yds. Vicunas, Black ..... @ 6/6 16 5- 59 5- Bac 
» 5. Received Cash from Samuel Fletcher ....... 50; a= eee ee 
Be » 7. Sold Samuel Fletcher :— en 

120 yds. W’std. Coatings, Blue @6/- 36 —-  ° : 
* 90 yds. Grey Mixture Cloth @ b/—- 2210 — 58 10=- 9 & 
= eon Pult bLoughton do fCOn co sccia haa puck: ... 150 -- = 

; » 9. Bought of Broughton & Co. :— 
me! 20 Pes. Tr’sorings =742 yds. @ 3/6 129 17 — 

a 15 Pes. Mixt. Cloth=520 yds. @ MENDES ==, 233 VJs 
= » li. Received from James Ramshaw, Cash ...... 50 -- 
», 12. Received from George Taylor ...........0. 40 — - 
Ramat recc BIO VADER: Cex bag vie Cece eS ee eae ira 10 5 = 
_ » 18. Sold Samuel Fletcher :— é E 
200 yds. Italian Lining ..... @1/6 15 -- 
- ~ 120 yds. Fancy Trouserings @ 4/6 27 ~- 42 -- re 
3 +> 21. Sold to James Ramshaw :— : = 
“= 50 yds. Superfine Blk. Cloth @ 8/— 20 —-— i 
= ' 60 yds. Black Vicuna ...... @6/- 18 -- # 
‘ bO-yde7 Linimg- = 22. sce J @ 1/4 3 26:85 41-68 F 
; » 23. Received Cash from Samuel Fletcher ....... 50 - - ae 
a War ae aid! SORTHE or-O0.- > Jelaeee arahe <a ass ea 100 —-- “ 
a, », 25 Received Cash from J ames Ramshaw ...3.. 59 6 - 
a Ps oe ANA WAS OS toler s a. 0rays1ore eck wee gi tl's pie travesatsr V2 ig 
: » 28. Sold George Taylor :— ie 
3 100 yds. Blk. W’std. Coatings @ 7/— 35 —- - a 
100 yds. Trouserings ....... @4/- 20 -- 2 
3 100 yds. Linings .......... @1/6 710-— 62 10- Zi 
4 » 28. Received from George Taylor, Case ee, 10 =P — ‘s 
=. pet OOas_ sold for Cagh So. : sa cos Bees Blew s ', 100 -- 
FeO. Paid Spndry WxXpenses, Sic. sic acco ec eete ne «8 4 -- 


a Stock of Goods £2300. ; 
eS Answer. Gross Profit, £6068; Net, £35 18; Capital, £21901 8. 


Supplementary Practical Exercise 20b. 
1908. Dee. 1. Prepare the Books of Albert Jones, Stationer. 


Assets—Dr. Balances. LTiabilities—Or. Balanees. 

BOS Eos = cavoass coi £196 8 9 Henry Stephens ...£38 19 2 
Goods, ene .. Ss coo 4-3 Hayden & Co... 43 5b 9 
Seth Whiteley .. 916 7 Millington & Cos oa2 09-1653 
Edwin Wilson .. 14 -2 8 Charles Town ..... 26 18 5 
Norman Kaye .. 10 7 4 Capital............ 

£468 19 7 £168 19 7 


. Bought of Henry Stephens :—__ 
6 doz. Blue Black, 40 ozs...@ 24;- £7 4 - 
6 doz. Do. 24 0z8...@ 16/— 4 16 - 
10 doz. Do. 40z8...@ 3/6 1 15 - 
5-doz. Combined, 16 ozs....@ 16/- 4 —- - 
8 doz. Copying, 24 o0zs....@ 24/— 9 12 - 
3:d0Z.2.- DOs 220-0785. DW ee 
4 doz. Scarlet, 8 ozs...@ 12/6 2 10 - 
2 doz. Do. 20z8...@ 8/- —- 16 - 
5 doz. Bell Shape Gum 2$0zs.@ 4/- 1 -- 
6 doz. Reserve Gum 12 ozs. @ 8/- 2 8 - 
1. Sold to Seth Whiteley :— : 
1 Blue Black Ink, 40 ozs. ........ - 3- 
1 Combined Ink, 16 ozs. ......... - 2- 
I Premier File, quarto ........... - 26 
12 Record Ribbons ........ @ 2/6 110 - 
' 1 Ream Ford’s Blotting ......... 1 5- 
3. Paid Henry Stephens =.: sa saeee wovssitebeesisies 
4, Sold to Edwin Wilson :— 
5000 Manilla Envelopes.....@ 4/6 1 26 
1000 Foolscap Cartridge ......... » = 9- 
1 Bottle Gum, 12 ozs. ...........- - l- 
5 Rms. Headed Letter Paperr@ 5/- 1 5 — 
3 Binding Cases ........... @ 2/- - 6- 
5. Received from Norman Kaye ....... SSeatso 
5. Paid for Postage Stamps ................- 
8. Bought of Hayden & Co. :— 
2 doz. Wire Letter Trays ...@ 24/- 2 8 - 
3 doz. Metal Inkstands ..... @ 18/- 2 14 - 
4 doz. Ebony Rulers 6x1...@ 4/— — 16 - 
9. Received from Edwin Wilson .......... cae 
10. Sold Frederick Davey :— = — 
a Apron Biles we se eee @ lf - 4- 
2 Foolscap Letter Trays ....@ 1/3 - 26 
2 Demy Guard Books ...... @ 12/6 1 5 — 
1 Date Indicator .......2..00-.. - 8- 
3 Demy Ledgers .......... @ 18/- 2 14- 
11. Paid Millington & Co. ....... Wa omar 
12. Received from Seth Whiteley ............. 
14. Sold to Norman Kaye :— : 
2 Quarto Letter Books .....@ 7/- - 14 - 
2000 Manilla Envelopes..... @ 4/6 - 9 - 
1000 Printed Post Cards ..... eas - 5- 
] Copying Ink, 24 ozs. ........... - 3- 


” 


PBs dor Repairs = ae 


iti 


4, 15. Received M.O. from Frederick Davey Sa 
ee ie ae Eg Bought Goods by Auction for Cash 
—- WW, ‘Sold to Walter Richardson : ioe 

1 Roll Tracing Paper ............ 


3 Premier Files ..........@ 2/6 


19. 


1 Roll Tracing Cloth 
6 Qrs. Drawing Paper, D.E. 
1 doz. Assorted Sable Se ai 


Bought from Millington & Co. :— 

100,000 No.5 Manilla Pockets@ 3/6 
25,000 Foolscap Cartridge..@ 7/6 
10, 000 No. 7 Owl Parchment @ 5/6 


Sold to Séth Whiteley*:— 

4 Rms. Typewriting Quarto @ 4/3 
7s Foolscap @ 5/6 

s 000 Commercial Envelopes...... 

8 Rms. Duplicating Quarto @ 2/- 

Sos = Foolscap @ 2/4 


21. Received from Seth Whiteley .... 
22. Paid for Advertising .......... ee 
23. Sold to Norman Kaye :— 
1 Ellam’s Duplicator .....0..... a 
2 Tubes Black Ink .......@ 6/6 
2 Bottles Varnish ........ @ lj- 
5 Quires Stencil Paper ....@ 4/6 
POO nOHY DONS =. « as.ci0 a eines @ 4f- 


24. 


Bought of Charles Town :— __.. 
3 Rms. Purple Royal ..... @ 24/9 
50 Rms. Large Post, Cream 


Wove, 23 Ibs = 1150...@ 24d. 
Ea, Chas LOW <sicctan ce ees ae a 
jo Paid Hayden & GO. %,. <0 ces acme 
. Paid Christmas Gratuities ....... 


. Received from Walter Richardson 
. Sold Edwin Wilson :— 


4 Manifold Books ........ @ 2/- 
T Metter Balance 0106s aiee cee eee 


~ 5,000 Manilla Envelopes...@ 4/6 


. Received from Norman Kaye .... 
. Ready-money Sales ...........-- 
. Paid Sundry Trade Expenses ..... 


Value of Stock, £269. 


{tote 


nH 


=e] tf. 


Answer.—Gross Profit, £77186; Net, £621-; 
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Capital, £362 1 - 
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55. BANK. A Commercial Bank is an establish- 
ment for the custody and issue of money. Bank busi- 
hess consists principally of (1) keeping Current A/es. for 
customers (2) receiving Deposits at interest (3) discount- 
ing Bills of Exchange (4) advancing money in the form 
of Cash Credits and loans or overdrawn a/es. (5) issuing 
Bank Notes (6) acting as Agents for others. 3 
The income of a Bank is chiefly derived from (1) 
interest on overdrawn a/cs., loans and investments (2) 
Commission on cheques drawn on Current A/es. (3) 
charges made on discounting Bills of Exchange (4) 
Commission received for acting as agent (5) the issuing 
of Notes. Bankers accept money either on deposit 
account or current account. 


A Deposit Account is one where sums of money are 


deposited, either for a fixed period of three, six, or. 
twelve months, or available at customer’s notice, or on 
demand. The rate of interest depends on the conditions 
of the lodgment, but it is not usual to allow interest for 
a less period than a month. The acknowledgment of the 


receipt of a fixed sum by the banker is generally given 
on an oblong piece of paper, known as a Deposit 


Receipt, on which is specified the interest to be paid ¢ 


and the notice to be given before the money is with- 
drawn. 

A Current or Drawing Account is one in which are 
entered transactions between two parties ; an open a/c. 
into which the customer of a bank pays money and out 
of which he may draw on demand, without ging any 


notice, the oldest credits being set off against the oldest — 


debits. Money may thus be lodged in a bank to be 


withdrawn or added to-at any time, with or without 


interest, as may be agreed upon. It is the practice in 
London for a Bank to require from a customer that he 
shall keep a minimum balance of say £50 or more to 
his credit, upon which no interest shall be allowed, and 
in return for which the Bank shall charge no commis- 
sion to the customer on the turnover. In the provinces 
it is more usual to allow 2% interest on credit balances 
and charge 2/6°, commission on the turnover, 7.e., on 


- the totaljamount of cheques drawn. There are six great 


advantages in having a Commercial Banking A/c, :— 


Ke eae a ream TvnrCe 


PRE eY Oe Teae Tee ee nT pe ER Mh a meen 


: 


1. The inconvenience and danger of having in 
your office large sums of money is avoided, and you 


may receive interest thereon. 


2. By means of small slips of paper called 
“ cheques ’’ you are able to transfer money, not only 
to another merchant in your own town, but also to 
any part of the country, thus avoiding the trouble of 
counting and the expense and risk of sending coin or 
notes. Cheques may be used as evidence in case of 
disputed payments ; and where all your cash trans- 
actions are passed through the Bank an authentic 
record is thus kept. 


3. You may have collected without any trouble the 


cash for the cheques and bills of exchange received by 
you as well as have your bills of exchange discounted. 

4, A banker is a continual referee as to respect- 
ability, and thus a means of increasing your credit ; 
while information as to the stability of other traders, 
having a banking a/c., is easily ascertained. 

5. You may overdraw your a/c. on providing 
sufficient security to cover the overdraft. 

6. A Bank is a secure place of deposit for any 
deeds, papers, or other property requiring special care, 


It is also a ready channel of obtaining information | 


respecting commercial transactions, payments abroad, 
buying or selling stock, and many other matters. 
When commencing business, or opening a current or 
drawing 2/c. with a Bank it is usual to have an inter- 
view with the Manager, to arrange the terms and sign 
the Autograph Book. Upon making your first deposit a 
5§. PASS BOCK is handed to you by the banker, in 
which all the amounts received and paid away by him 
on your behalf are shown. ‘This Book must be taken to 
the Bank at frequent intervals to be entered up, and on 
its return each item must be carefully checked, in order 
to see that you have been duly credited with all your 
deposits, and debited with the amounts for which you 
have drawn cheques. Money can only be withdrawn 


- from a Commercial Bank by means of a— 


57. CHEQUE, which is a stamped order made by 
the Drawer thereof upon a banker (known as the 
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Drawee), to pay a specified sum of money to a stated — 
person (known as the Payee) or to the bearer thereof. — 
With the view to convenience and uniformity, and as a 
safeguard against fraud, elaborately designed and deli- S 
cately tinted cheque forms, impressed with a twopenny 
_ stamp (however small the amount) are supplied in books 

of 12, 30, 60, &c., by the bank to each of its customers, 

who pay the stamp duty only. It is quite legal, although 5 

unusual, to write out a cheque upon a piece of common —_ a 
paper and affix a twopenny or two penny postage 
stamps thereto. If unstamped on presentation for pay- 
ment, the banker can stamp a cheque and deduct the 
2d. from the amount paid, or charge it to his cus- 
tomer. A foreign cheque requires a twopenny postage 
stamp affixing on arrival in this country—not a bill 
stamp. 


A Gheque Book consists of two unequal parts, 
divided by perforation like postage stamps, the smaller 
or left-hand part being called the counterfeil : the larger 
oblong portion being the cheque form, which, after 
being filled up in ink, is torn off at the vertical dotted 
line and handed to the party to whom you have made 
the cheque payable. The clerk of a customer may only 
obtain a cheque book on presenting a written applica- 
tion (usually on a small printed form) signed by his 


principal. ; 
Counterfoil. Cheque Form. 
. eo Huddersfield,......ccccccsecese 192 
Oni totsceisiutis om te Sicieere : es Ee 
zi To the | 
9°: . P STAMP 
ae a eee 192 National Bank, ae 
LIMITED. PENCE. ~ 
of he tai ov eee POY ania S Fake ee OPO Ee Ba 


LONDON BANKERS: 
MESSRS. BARCLAY & CO., LIMITED. 


_. 58. A cheque may be drawn to be made payable 


_ either to Bearer or to Order. 


4 


_ Bearer cheques do not require endorsing. A cheque 


A cheque payable to BEARER is, as its name — 


implies, payable to the holder or possessor, or bearer of 
it; that is, anyone who may present it at the Bank. 


payable to ORDER is the most common kind, and 
always requires to be endorsed by the person to whom 
it is made payable before the banker will cash it. 24 

59. ENDORSING is the act of a person to whom‘a 
cheque is made payable, signing his name across the 


back of it, at the perforated end. A Banker is not 


liable if he pays a cheque with a forged endorsement. 
A form of receipt to be signed by the payee is some- 
times printed at the foot-or on the back of a cheque ; 
and when the amount is for £2 and upwards a penny 
receipt stamp must be affixed. 

60. PRESENTING a cheque is the taking of it to 


_ the Bank named on the face of the cheque, and request- 


ing cash for the amount specified thereon. It sometimes 
happens, however, that where a customer has not 
sufficient. money in the bank to meet a cheque, the 
banker refuses to cash the same, returning it marked 
R/D (Refer to drawer) or N/S (Not sufficient funds), in 
which case the cheque is said to be dishonoured. After 
a cheque has been refused which exceeded the cus- 
tomer’s balance, smaller cheques may still be paid when 
presented. InScotland, however, itis not so; present- 
ment of a cheque there establishing a lien on the balance 


in favour of the holder of the cheque. The remedy or ~ 


right of action of the payee in respect of a dishonoured 
cheque is against the drawer and not the banker. On 
receipt of information from your banker that a cheque 
is dishonoured you must write to the person from whom 
you received it demanding immediate cash. The 
Journal entry would. be A Person Dr. to Bank. In 
practical work enter the name of the debtor on the Gr. 


_ side of the Cash Book, placing the amount of the cheque 


in the Bank Column, and posting it to the debit of the 
debtor. A marked cheque is one that has been initialled 
by the banker upon whom it is drawn, thus indicating 


ae pace 54. | 
bat : / oe 
that he has sufficient funds with which to meet the 

cheque at the first “clearing ” of the following day. 


= 61. The phrase OR ORDER which follows the name __ 
2 of the person to whom a cheque is made payable, means 
that such person may, by endorsing it, order or author- 
ase anyone else to receive the money. Therefore an 
order cheque is not negotiable until it is endorsed ; but 
a bearer cheque is negotiable without endorsement. If 
the words order or bearer were omitted, or struck out, 
it would not restrict the negotiation of the cheque, 
3 which would be treated as an order cheque and require 
endorsement as such. 


62. A GROSSED CHEQUE is one on which (a) two 
paraliel transverse lines are drawn across the face with 
or without & Co., Not negotiable, Under Fifty Pounds, —— 
d&c., or the name of a banking firm written between ~- 
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reset 


: 4 

them, as Beckett & Co., or Union Bank; (b) the name 3 
< of a banker, merely, is- written across, without th ; 
parallel lines. : a 

/ 

General Crossings. Special Crossings. — 2 
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The general effect of this crossing is that you cannot 

obtain cash for the cheque on presentation at the a 


counter of the Bank upon which it is drawn ; but must 
simply pay or hand over the cheque to your banker, who 
will collect the amount from the banker named on the 
eheque, and credit your banking a/c. with the amount. 
Therefore the ordinary or general crossing of a cheque 
is equal to writing across it payable through a bank 
only; while writing across it the name of a bank is 
equal.to saying to your banker pay through this bank 
Only. The latter method is called a Special crossing. 


In the following example the Lloyds Bank Limited, 

would be compelled to pay the £56 10s. 6d. to 

Beckett & Co., as the crossing specially directs it. 

When cheques are to be sent by post they should always 

be crossed. If, when drawing a cheque, you should 

cross it by mistake, you may open it, 7.e., cancel the 
crossing, by writing across the cheque Pay Cash, and 
adding your signature. A person receiving a crossed 
cheque, who has no banking a/c., must either hand it 
over to a person who has a banking a/c. or lodge it at a 
bank for collection and call in a few days for the cash. 

: In the latter case a small commission would be charged. 

_ A cheque which is not crossed is sometimes spoken of 
as an open cheque. Should you wish to draw a cheque 
so that none but the payee may. obtain the cash,, it 
would be necessary not only to specially cross it and 
mark it not negotiable, but also to strike out or order ~ 
and insert only, which alteration would require initial- 
ling. A blank cheque is one signed by the drawer with- : 

_ out the amount being filled in. Such a cheque is some- 

times sent in payment of goods, the exact cost of which 

_ is only known to the payee, who fills in the amount. 


a 


SPECIALLY CROSSED CHEQUE. 
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63. In practice there are four essentials in drawing 
a cheque; that is filling up a cheque form. 
4 1. The date should always be that upon which 
the cheque is actually drawn or made out, although it 
4 is not invalid by reason only that it is undated, ante- 


ee 


dated (dated before the true time), or post-daied 


(dated after the true time), or that it bears date on a 


Sunday. An undated cheque would be refused by the 
banker and marked Incomplete. Post-dated cheques 
cannot be cashed until the arrival of the day named 
thereon, and those dated on a Sunday cannot be cashed 
until the following business day. 


2. The name of the payee, that is the person to 
whom it is made payable, must be clearly and boldly 
written. When withdrawing money from the bank 
for yourself the word Self or Selves must be written 
in the place provided for the name of the payee. 


3. The amount must be clearly stated in words in 
the body of the cheque, and in figures at the left- 
hand bottom corner. It is named twice to save 
uncertainty, and as a precaution against fraud. 
Although the banker is bound in law by the words it 
is the practice to return a cheque in which the words 
and figures do not agree, marked amounts differ. 
Where figures only are given the cheque would be 
returned marked Incomplete. Should the amount be 
altered it must be initialled by the drawer, otherwise 
payment will be refused. 


4. The signature of the drawer or payer must be 
clearly written at the foot of the cheque. When an 
Officer of a company draws a cheque he should sign 
as follows :—Per pro. Leeds Steel Co., Ltd., 

James Day, Manager. 


Before tearing the cheque out of the book you should 


enter on the Counterfoil at least four items :—Date ; 
name of payee; what the payment is for; and the 
amount, 


64. A Banker is his customer’s debtor when the 
balance of the a/c. is in the customer’s favour, and an 
ordinary cheque on a banker is a Bill of Exchange 
payable on demand, directing the banker (the drawee) 
to pay money to some payee. The authority of a 
banker to pay a cheque drawn on him by his customer 
is determined or rendered void by—(1) Countermand or 
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4 ‘stopping of payment by the customer in writing. (2) 
_ Notice of customer’s death. (3) Notice of customer’s 
: bankruptcy. (4) The operation of a Garnishee Order. 


Although the drawer is liable for six years on a 


4 cheque, a banker would probably refuse to cash a 
_ cheque six months old as stale. The holder of a cheque 


should pay it into the bank not later than the day after 


he has received it, as if retained longer he runs the risk 


of the bank failing, in which case he becomes the 


banker’s creditor. Where a cheque has been torn in 
pieces and pasted together the bank would generally 


return it, marked Cheque mutilated. 
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A banker is bound to know his customer’s hand- 
writing as drawer, and if a banker pays a cheque on 
which the drawer’s name is forged, the loss falls on the 
banker. The same rule applies if the body of a cheque 
be in part forged, as in a case of a cheque for Six 
Pounds, £6, which might easily be altered to Sizty, 
£60 ; but not if so carelessly drawn as to facilitate or 
invite fraud. 


If a banker disobeys the crossing (that is, if he pays 


- a crossed cheque across the counter or a specially 


crossed cheque to the wrong banker), he is liable to the 
true owner of the cheque for any damage he may sus- 
tain through such payment. 


65. When a crossed cheque is marked Not negoti- 


able, it means that the receiver shall not have, and shall 


not be capable of giving, a better title to the cheque 
than the person from whom he took it had. If the 
person who transfers the cheque had a good title, the 
taker is safe ; otherwise, though he presents the cheque 
and gets the money, he may have to refund it. These 
two words do not prevent transfer of a cheque, but 


~ merely constitute a caution addressed to the receiver or 


transferee and really :mean—Beware of the Transferor 
—the person handing you the cheque. If you accepted 
such a cheque from a stranger in return for some goods, 


and on presentation it was found that the stranger had 


58 


stolen it, you, although innocent, would lose the value 
thereof, which would be restored to its lawful owner, 
who is protected from loss by these two words. The © 
banker on whom the cheque is drawn may pay it to any 
banker who presents it if crossed generally, or to the 
banker named if it be crossed specially, and the banker 
who receives the money may pay it to his customer, and 
neither banker, if he has acted in good faith and without 
negligence, will be liable to refund the money. . The 
words not negotiable themselves do not constitute a 
crossing, but are usually part of a crossing. 


66. How are GHEQUES entered in the JOURNAL ? 
a. All cheques received by you must be treated as 
ordinary cash receipts, and therefore debited 
against the Cash A/e., and credited to the per- 
son or a/c. paying them to you. You will place 
them in your cash-box, and when balancing will 
reckon them-along with the gold and silver as 
part of your balance. 


b. Some merchants make a practice of endorsing 
and paying away cheques which they have 
received from their customers to others, to whom — 
they are indebted ; in which case the person to | ~~ 
whom it is paid is debited and Cash A/c. = 
credited, For instance, you receive a cheque 
from H. Hart for £28 (which you debit to cash) 
and hand it on to your Creditor, G. Allen. The 
Journal entry on remitting to Allen would be— | 

G. Allen..Dr. £28. To Cash = £28. : 


¢. If you draw a cheque in favour of a merchant 
from your own cheque book your Cash A/e. is 
not affected thereby, because the merchant would 
present and obtain the cash for the cheque from 
your banker. Therefore you would debit the 
merchant and eredit the Bank A/e., not the 
Office Cash A/c. When you require cash for the 
office use you draw a cheque in favour of Self. 
This is called drawing Cheque for Cash, and 
would be journalised thus :—Cash Dr. To Bank. ' 


x 


“ti 
: 


di, At least thrice a week a merchant should pay 


_ Bank of England Notes. ./} 100 | - | - 


__ his surplus cheques, &c., into the bank, the entry 
for this transaction being Bank Dr. To Cash. 
The cash is handed to the banker’s cashier or 

_ teller, accompanied by a paying-in-slip, or— 
67. CREDIT SLIP, upon which is entered the 


| amount of the bills, cheques, notes, and coin; the total 


thereof being credited to the payer by the banker. The 
advantage of the use of this slip is that it can be 
referred to in case there should arise any dispute as to 
the amount intended to be paid in. Most Credit Slips 
have’Counterfoils attached to them, in which case you 
would enter the particulars on the Counterfoil for refer- 


ence. Most customers get the Counterfoil initialled 
_ by the banker’s clerk, while others require the amount 


to be entered in the Pass Book. Credit Slips and 
Cheques form the basis of the Slip System of Book- 
_ keeping used in all banks. 


To the Yorkshire Banking Company, Limited. 


Country Notes .. ../| 20/-|- 2nd March, 1919. 
EF Treasury Notes ../ 40 }5]- = 
te 5 See a Credit the Current Account of 
‘sd 3”? ” ae 
{ 
> | . - | 
ee re a te inet aeeemetecte 
Silver'and Copper + 12 |} -|- 
Total Cash ..|) 192 /-|.- || with the sum of £959 : 10 : - 
* Local Cheques and P.O.’s|} 83 |10) - 
Country Cheques ..~ ..|| 264 |17/ 6 paid in by 
.. {| 119 | 2] 6 
London Cheques ALBERT PUPIL 
Bills A as -.{| 800 | - | - 
‘ Total £/| 959 (101 - 


68. GASH not only includes the current Coins of the 
realm, Treasury Notes, Cheques, M.O. and P.O., but 
also BANK NOTES, which are promissory notes on 
some bank, payable to bearer on demand. Those banks 
privileged to issue notes are known as Banks of issue. 
Very few of these issue notes of a greater value than £5. 


- he only bank issuing notes of a greater value than 


£100 is the Bank of England, which is the largest bank- 
ingyconcern in the world. The Bank as it is called, 
issues notes for £5, £10, £20, £50, £100, £500, and 
£1,000. In Scotland and Ireland £1 notes are common. 


‘However useful and convenient cheques may be, they 
are not legal tender, and they cannot at all times take 
the place of coin. For instance, if you make a purchase 
at a sale by auction, where you are unknown, the 
Auctioneer would not accept a mere cheque in payment 
of your indebtedness. He would, however, readily take 
any number of Bank of England notes, as they repre- 

sent gold. The advantage of Treasury and Bank Notes 


ever large amounts of coin is evident, particularly when _ 


it is remembered that 1,000 sovereigns weigh over 21 
Ibs. troy. 


Notes issued by any bank other than the Bank of 
England are called Country Notes, in order to dis- 
tinguish them from the Bank Notes issued by the Bank 
of England, which enjoys the exclusive privilege of 
issuing notes in London and for many miles around. 


69. COMBINATIONS in Journalising are indicated 
by asterisks or stars. * It frequently happens that tran- 
sactions of a similar nature occur on the same date, in 
which. case they should be combined in order to reduce 
the number of entries and postings. For instance, all 
the three transactions on March 5th, in the next exer- 
cise are in respect of goods sold. Instead of journalis- 
ing each item separately, and writing J'o Goods three 
times, you;may combine them as shown below, thus 
saving two entries and postings for goods :— 


March 5. Henry Hoole...... Dr. = £2" Fa = 
George Grace...... Spe Ose aes 
Edwin Hart ...... i edo 
T0:Go0ds =. sso £48 17 - 
March 12. Goods ........... Dr. £29 9 - 
To George Allen ........... £16):2 229— 
», Cassell & Co. ...... ice LOe = 
i390 COBN Sacats ae ke eee pes Bi 


When posting the combined sum of £48 17 — to the 
Goods A/c. in the Ledger, you cannot say By Hoole, 
Grace and Hart, but must use the word— 


OVA Fee 
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_ 70. Sundries, which denotes more than one aje. 
This word is generally employed when posting an 


amount made up of more than one item, 


= Exereise 21. = 
Journalise the following transactions of Albert Pupil, whose 


_ Ledger balances on Ist March, stood thas ——— 
3 


ie 


07. toe Dr. Cr, : 
Brahe te Cash Ost caer snac'ce Dr. 401-19 2 i 
ROC: oie emen ayer ties coy ATR Se 
Thomas: Goa © ox .ck oes hy sat 30° - - 
Henry Hoole... .2...... = oh =e 
MENON COs ee. es . 816 - 
: George Allen ......... ll 8 - 
Cassell 8 COs. sees inn« 1412 - 
MOTE E rea ens once i tis 575 10 2 
>" £610 6 2 £610 6 2 
Transactions. cet eee ea 
Mar, 2. Paid into Bank (par. 66d) ............. 390 - - 
» &. Bought Goods of Cassell & Co. ......... 25 - = 
s 4. Paid Cash for Cheque Book (Trade Exs.) - 8 4 
» 5. *Sold Henry Hoole, Goods (par. 69) ...... 27 - 
» 6. -* ,, George Grace, Goods ............ 19 - - 
aoe eee ane Wier TATE, GOOUS: oa acs ae Suber 2710 —- 
» 6. Sent Cassell & Co. crossed cheque (par. 66c) 3912 - 
» 8. Bought of Cassell & Co., Goods ..:...... 45 -— —- 
>, 9 Received Cheque from Edwin Hart (66a).. 28 - — 
» 11. Sold Goods to Edwin Hart ............. 34 - - 
-z, 12. *Bought Goods of George Allen (par. 69) 16 62 
Sea eae ra Cassell & Comoe tikes. 10 - - 
Shel Ugh ae ee = FO%- Casha take da- eee B Peel pss 
» 13. Sold Goods for. Cheque (par. 66a)........ 5 = - 
» 13. Paid Wages in Cash (Trade Exs.) ....... 4 - - 
», 15. Sent Cheque recd. from E. Hart to G. Allen 
COBB sortase chatany eniocena bg Fela es ons a walew ere 28 - - 
», 16. Received crossed cheque from Henry Hoole 514 - 
EL ele PAN OW HTN SOc es ANUS in aePane sanders enc ceik oie at ole eons 10 14 = 
», 18. *Sent Cassell-& Co. a cheque (par. 69).... 45 - - 
- , 18 * ,, ‘Thomas Gee-a cheque ............ 15 - - 
», 20. Drew Cheque for Cash (par. 66c)........ 1 - - 
e393 22. Sold George-Grace, Goods: 2... i. aces 10 - = 
» 24. Bought of Field & Co., Goods........... ice 
» 26. Sent-Cheque to Field & Co...........4.. 816 - 
» 28. Received Cheque from Thomas Gee ..... ha tote 
», 00. Paid Rent by cheque (Trade Exs.) ...... 10, =" = 
y, 30. ,, . for Gas by cheque (Trade Exs.) .... i ig! iter 
», ol. Cash Sales during month (par. 63c) ..... 90 6 8 


Post. Make T/B. Value of Stock £196. Prepare B/S. 
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Exercise 22. 


S. 


=~ 


Journalise ; Post; make T/B.; close a,cs. and draw B 
£ 


1907. 8. 
Apl.1. The Cashier had in hand (par. 39) .......... 2000 —- 
pL e te aiG toubank: (par, 66d). cecpatete oat pis sletaurartee 1950 — 
» 3. Bought from Prince & Co., 500 yards Cloth.. 190 —- 
» 4. Received from Coop & Co., 320 yards Cloth.. 40 -—- 
» 4. Received from Bank (par. 66c) ............. 40. - 
» 4. Paid Coop & Co., 4 £10 notes (Cash) ........ 40 - 
» 5. Sold George Webb, 120 yards Cloth ........ 30 4 
» 6. Received from George Webb, 2 £5 notes (Cash) 10 — 
» 6. Bought from Coop & Co., Silk ..£145 -— — 
Satin.. 72 17 6—217 17 6 
» 8. Paid Fire Insce. Premium by cheque (T/E).. 410 = 
» 9. Forwarded G. Webb, Velvets, £30, Satin, £296 59 6 — 
», 10. Bought for Cash, Silk ...... SBS ET Ee 12 10 - 
eld; Raid-torBatleeccs pric spec tis cae epee ees 20¢- - 
» 11. Received from Dodd &Co., Cheque (66a) ... 10 — — 
», 12. Bought from George Webb, 300 yards Cloth.. 66 -— — 
», 14. Sent Dodd & Co., Silks, £38, Cloth, £16 ..... 54 - — 
77 Os WOld-Goods:.tor, Cash. cio a cmteo Nelo eee ne 1410 6 
», 16. Bought from Coop & Co., Goods ........... 20 - = 


», 19. Bought from James Land—Merino ..£37 10 
Stuffs ..177 10—215 


», 23. Paid Borough Rate by Cheque (T/E.) ....... 5 6 = 
55 20, sbash Sales (par 2Oo0)ies - cee ean aawieens e nae e 400 - - 
Pres ped st: ke hve ay Yaga el Gir, pe Parveen a6 oe AiG ne 350—- — 
,, 80. Paid Salary with £10 note, Cash (T/B) ....:. 10 —-— = 
,, 80. Paid Sundry Trade Expenses in Cash ....... 25-- - 


Value of Goods unsold, £399 10s. Od. 


71. ENTEREST is the premium or sum paid by a 
borrower for the use of money, and is usually charged 
at so much per cent. per annum. It is also the produce 
of employed capital. For example, in Ex. 23 you will 
find that the Capital invested is £700. It will be clear 
that had your business borrowed this £700 from a 
money lender you would have had to pay the interest 
thereon. And likewise when you employ your money 
in your own business it must be treated as a loan to the 
business, and interést charged by you in respect thereof, 
as though it were lent to you by someone else, or 
in¥ested in some security. Interest on Capital, whether 
your own—the trader’s—or borrowed Capital, is a 


charge ‘against or a loss to the businéss, and an allow- - 


ance or gain to the lender ; hence, journalise thus :— 


Loi ee 


: i 
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May 31. Interest AJe. Dr. £2 15 = 

To Capital A/c. (or Lender’s Alc.) £2 15 = 
72. BANK GHARGES include interest on over- 
_ drafts, commission on cheques and drafts, charges for 
__ cheque books, postages, and for collecting cheques pay- 
able abroad. While all Banks charge interest on over- 
drawn A/cs., most of them also allow interest on the 
minimum monthly balance of the Current A/es. of their 
customers. The Commission charged by Banks to 
their customers for cashing cheques drawn by them 
varies from 1/6 to 2/6 per cent. It is customary for 
Banks to balance their books every half-year, when the 
Pass Books are also balanced and ruled off. When an 
a/c. is overdrawn (that is where the customer owes a 
balance to the bank) an entry will appear on the Dr. 
side of the Pass Book (in provincial banks) for Bank 
Charges, to cover the interest on the amount owing, 
and commission, &c. This amount may be debited to 
the Trade Hus. A/c. and credited to the Bank. On the 


other hand, when you have a balance at the Bank you - 


will find Emterest added to the Cr. side of the Pass 
Book, in which case you would journalise as follows :— 


i nesO Banks... 208. Dee fo pe 


or enter on the Dr. side of the Cash Book :— 
June 30. To Bank Interest....£3 5 - 


73. DISCOUNT is an abatement or allowance made 
upon the payment of asum of money, and usually takes 
the form of a percentage deduction. Thus, if you 
_ purchase goods value £10, and the invoice states 24% 
tm 30 days, it means that the seller will accept any time 
within 30 days from the date of the invoice, the sum of 


£9 15 — in discharge, thereby allowing 5/- for discount. | 


_ There are two forms of commercial discount. (a) Cash 
Discount is an allowance made on the prompt payment 
of a debt, or before it is due, or for payment within a 
given period, as illustrated above. ‘The price paid for 
the advantages of Ready Money. (5) Trade discount is 
an allowance (usually specified on the invoice) made by 
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wholesale merchants to retail dealers (irrespective of. a 
time), varying from 2} to 95%, in accordance with the 
custom of each particular trade. 


Discount allowed by you, being a loss, is debited, - 
while that allowed to you, being a gain, is credited, to 
the Discount A/c. Being a deduction from the amount 
owing, the Discount is always entered underneath and = 
in the same column of the Journal as the Cash, thus:—  __ 


May 10. Cash ..... eth eee = Dr. S30 aa 
Discount. Aje. oo. 0... i335 -16 - — ote 
To Arthur Cates. 20s oa test <> 30-16 == a 
gS LO Penn aC Ost na sea eye ~Dr.£105 -= ~~ 4 
DOS BOM Nes ccna BOP See seen 100 .=:— = 2 em 
33 Discount Ale... 0.4 sec eee Rn ns Si ge 32 
Dr. (Ex. 23). Arthur Carr. Cr. = 
al! oe 1907 3./d 
May 4 | To Goods........ 30/16] - | May 10) By Cash ......... 30} - | = 
ae ree OS eee 2 ~ fo esl as DISsOWRts ero - (16) - 
» 31} ,, Balance c/d....| 24/15} - 
Sake = | 55/11) - | £] 55)11) - 
Dr. (Ex. 23). ws Penn & Co. Cr. 
Feo 
1907 £is.jd.f 19072 & | £3) 5./d. 
May 15) To Bank ........ 100} - May 1) By Balance ......} 57/18} - 
. a3 92. Discountsncecs5 5} =] = 95. LO| 5. SGOOUS <= c3.see 56)16 - 
» 9! ,, Balancec/d....| 9]14 ie 3 
| eli14|i : siiaalial = 
e Si Z j 
Dr. (Ex. 23). Discount A/e. : Cr. 
Allowed by me. : Allowed io me. Sas, d. 

May 40 To A. C: [ E 
ay OPAL COLr so teres May 15 -|- axes 
Seo W: Welles. 305 seu Be Penne os ey a 
» 81) ,, Lransfer to : eee 3 “Sie 

PLE DL. Ale. wees is 
Piere aa e — 

£5 | -|- =e 

a 


3 


Pama 


On balancing the Ledger transfer the differences of 
the Interest and Discount A/es. to the P. & L,. Ayes 
and enter—To or By Interest Alc. or Discount Ale. 


i an CS 


‘Exercise. 23. ee 


_Journalise, post, make T.B.; close a/cs. and prepare B/S. 


e ‘1907. ; Bog deck: “an dl 
_ May tl. gona, seers Bees foots vie) 39 10 = 
2. 332 8 


” ~~ PAT wwe eee ee wee ew mwas 


Goods batted Ges withes Scan 16 350 40 “Su - 
; Thomas Aller owes me ...... i. 200702 =) 757 S82 
ere POs: an OU Mais cc satcete austs coed pe teaes ree Ode Loe 
Transactions :— : ad 
» 4 *Sdld Goods to Arthur Carr ......... fivia © 30. T6— 
gre ew WhomassA Wer * sk. cies totes so "45 12) 
; Sesh Raesipod. eee O? GOOUS Gath ecwusae, cisyeseie ie <e a Sh eG 
Reo bard, Gash ito, bank’ ‘2. clcttosta Sacdec sce. 70 - - 


» 10. Reed. from Arthur Carr, Cash (73) £30 - —- 
And T have allowed him Discount -16 - 3016 —- 


alien avitharow irom. Bamle <7 o ues oe Here oo oe 10 - - 
» 12. Thomas Aller paid into my Banking A/e... 50 - - 
eee) 4) 2e Paid Cheque for Goods. (23... cele oe ress 67 10 —- 
Retire oe old Artbur@arr, GOOds. cc de. ace + ol + oe 2415 - * 
Pad h 2 Mt i, Pe NV ObGOT aN. MG OOGS ms 0re s cceis tale ae wis 48 6 — 
> » 14. Paid for Stationery (Trade Expenses) ..... 416 - 
~ > 15. Bought of Penn & Co., Goods............ 56 16 - 
> ,, 15. Paid Penn & Co., Cheque (73)q £100) s=—" — me 
os And they Silowad me Discount 5 - -105 - - 
4, 15.- Received from Walter Fell, Bank Notes... 40 - — 
y Bee One, Cash. Sales (Par. OSC), occ cis.cie rls’ Gates ole os ae 36 12 6 , 
~ ,, 29 Received M.O. from Walter Fell (73) £8 — — i 
> And I allowed him Discount ....... -5- 5 Sac e 
,, 30. Pd. Rent of Wareh’se by Cheque (Trade: Exs.) 20 - - 
te Seton El HI RVEO) ESE iate. 6; «5s cues cashiers! sion wists) ole ore iviie > - 
» 31. Paid Sundry Trade Expenses for month . 0 17 6 P 
» 31. Paid Wages in Cash (Trade Expenses) .... - 410 - . 
4 » 31. Interest on Capital (par. 71) .......... 215 - 
=. ; Value of Stock, £310. 
; N.B.—(a) In the opening entries the amount of the Capital is not ‘ 


given. It may be easily ascertained by deducting the 
only liability to Penn & Co., of £57 18s. Od. from the 
total of the four items of assets £757 18s. (See par. 


‘3 28.) Journalise the opening or starting entries thus :-— 
E1907. Dr. Cr. 
Mayle Cash 01. .cccerersccsccnes Dr. 3910 —-~- 

ROMANS oo sicie cretviacerela fie SER Rr ae tele 

BNGICOGRE Rete aw soe are ons).s 6: e788 pe O00, 10 — 

3 Thomas Aller ......+++++ Meg e510 
4 ' To Penn & Co.......+- 57.18. - 
, PROG UHEE: wma. a a 700 - - 


£757 18 .- 757 18 - 


74. BAD DEBTS. (Also par. 95a. p. 85.) During 


the course of your business career you will no doubt 
meet with customers who will purchase goods and fail 
to pay for.them. Some of these will become insolvent 
and bankrupt, while others will abscond or run away. 
From the former you may receive a composition or divi- 
dend upon the amount owing; but from the latter a 
total Joss will be likely to accrue. The result in either 
case is a bad debt, which may be defined®as a debt 
receivable, that is sure to result in either a partial or a 
total loss. When you sustain a loss of this character, 
it must be written off, and a Bad Debts A/c. must be 
opened, to which the amount lost must be debited. Like 


discount, the amount of the bad debt is always 


entered underneath and in the same column of the 
Journal as the Cash received. For instance, ‘* Received 
cheque for Debt of C. Bond, being first and final divi- 


dend of 10/- in the £ on £70,” would be journalised 


thus :— 


Jiine 4 => Oash =. eres. cae eee ee Dr. £35 
5 Bade Debits A le =. ovale eee 35 Lao 
Fo.CGharles Bonds... 2020s ae £70 


It is clear that if you merely credited Bond with the 


Cash, his a/c. would show an asset of £35, which 
would not be the fact, as you have accepted that sum in ~ 


discharge of the £70, therefore Bond is legally relieved 
of future liability in respect of his debt, and his a/c. 
must be closed by being credited with the full amount. 
(See page 85.) 


Whenever you are: made aware that one of your 
debtors has died or absconded and left no assets behind, 
or has become bankrupt, and his assets are insufficient 
to cover the expenses attending the bankruptcy pro- 
ceedings, or when a debt receivable has become statute 
barred, through absence of acknowledgment for siz 
years, you must at once debit the Bad Debts A/c. and 
credit the debtor with the full amount. 


Should you be surprised one day by receiving an 
amount previously written off as bad or irrecoverable, 
you would credit the Bad Debts A/c. therewith. 


a 
| 
4 

j 
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On balancing the Ledger, the difference of the Bad 


_ Debts A/c., which is merely a sub-division of and 
_ subsidiary to the P. & L. A/c., must be transferred to 


the latter A/c., and entered 7'o Bad Debts A/c., £95. 


Dr =C- Bad Debts A/e. (Ex. 24). f Cr. 
se SS he lad i A Ce Se a Cee 
. 1907 | £)s.{d.7 1907 £ | s.(d. 

_ June 4 | To C. Bond 10/- ..|| 35) - June30 | By 7 t 

> 27 | ,, Stocks&Co.,13/4|| 60] - | - " Det, “Ale. 95] - 
s|| o5t-{-1. g)- 05} - | 

Dro. Chas. Bond, Dock Street, Hull. Cr. 

-|-[June 4 | By Cash ......... 


To Balance .. b/d |! 70 


>», Bad Debt .... 


\ 


as ee 
75. CHARGES ON GOODS. The purchase and 


sale of goods generally necessitates their conveyance 
from one place to another, and sometimes their lodg- 
ment in warehouses, and on docks or wharves. All 
charges for or in respect of the conveyance or ware- 
housing of the goods increase the cost and must be 


debited to a Carriage A/c., the total of which must be 


carried to the Trading or P. & L. A/c. when balancing. 
The payment of carriage should be recorded in the Cash 
Book, thus :— 
June 15. By Carriage...... £18 10s. 
76. PETTY CASH is a sum of money allotted for 
the payment of small and trivial expenses; such as 
Postage Stamps, Carriage on Parcels, String, News- 


_ papers, Stationery, Travelling Expenses, Subscriptions, 
- ‘Time Tables, Gratuities, Matches, &c. An advance is 
_ made from the General Cash to Petty Cash A/c., the 


latter being debited and the former credited. The 


balance of Petty Cash is, of course, an asset. The Petty 


Cash Book is usually kept by a junior clerk, in which he 


records, in a convenient form for combined posting, the 


numerous small expenses above mentioned. The 
method generally adopted is that known as the Imprest 
System, whereby an even, fixed sum is advanced by the 
Cashier to the Petty Cash Keeper, the total of his petty 
payments being refunded to him. at the end of the 


et. 


ee. 
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month, thus leaving him with the same fixed or imprest 
amount in hand, for the petty expenses of the following 
month. The Petty Cash Book therefore only needs one 


side, seeing that it is Dr. for a fixed amount. In small 


businesses the total of each month’s disbursements is 
debited to the Trade Exs. A/c., while in larger concerns 
the items are analysed either by tabular columns or 
otherwise, and carried to their respective a/cs. in the 
Ledger, on balancing the.books. The six analytical 
columns in the example given in the appendix may, of 
course, be dispensed with. 

In working exercises, a solitary P.C. payment may 
be journalised thus :—June 30, Trade Expenses Dr. T'o 
Peity Cash, £4 7s. 10d., this being posted to a Petty 
Cash A/c.in the Ledger. When there are several items 
the more practical method of keeping a Petty Cash 
Book should be adopted, which, of course, dispenses 
with the necessity of keeping an ordinary Ledger A/c. 


Dr. Petty Cash Book. (Hx. 24). Cr. 
1907 : fsa 
June Lot To Cash =... ass Crestron) toasts ee 
», 30 | By Sundry Trade Expenses ....| 4 7 10 
eo0 | BOlanCe a, ay eat eee ee e/f] — 12 2 
| Nee 
ee ae 
Exercise 24. 
(These openiny entries are shown on page 95.) 
Tnabilities—lst June, 1907.£ ss. | Assets— Gia Ss 
Due to William Smith 135 -j] Cash at Bank ...... 1237 10 
Do. Walter Rudd.. 165 —| Do. Office ...... 53 10 
Do. Martin Kidd .. 209 -}| Goods valued at..... 755 — 
Do. John Ball..... 59 15! Due from Alfred Wells 123 15 
Albert Pupil’s Capital 1850 -]| Do. Stocks & Co. 79 — 


Do. Charles Bond 70 - 
Do. Henry Bell 100 - 


June 1. Advanced for Petty Cash (By Petiy Cash) ....... £5 

» 2. Sold Alfred Wells, Goods for Cash ....... Sah een is: 

» 2. Paid Walter Rudd, cheque £164 2/-, Dis. 18/- ... 165 
gue: Paid into: Bank. <3... 5c cate ee ee RENE 100 | 

» 2. Remitted William Smith on a/e. by cheque (N.B.c) 100 

», 4.» Received Cheque for Debt of C. Bond, being first 

and final dividend of 10/- in the £ on £70 (74)... 35 

&...*Sold ‘Caleb Brett, Goods", os<scae €. 6 SSas es 90 

5 *Sold Alfred Wells, Goods .....c+.se:s0eeesn ess 43 

°: *Received cheque from Alfred Wells -.... Slerviere one 100 


4 
| 
; 


June 7. Paid cheques received into Bank (66d) ...£150 —- 
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» 9. Bought of Martin Kidd, Goods........ --. 550 -— - 
» 9. Remitted (sent) him cheque on a/e........ 200 — - 
oop ew Dold tonry BallGoods? 20... oc. ds dive 7810 - 
» 12. Sold goods for cheque, paid it bank to-day 

(NBD) «eee eee ce eee nee et 93 - - 
», 14. Drew cheque on bank for cash (66c) ...... 50 - - 
o: Jba7- Raid Carriage A/c; in cash’ (75) s.60. 6.53 18 10 ~ 
Gedn Paid Cash for Repairs. .5.0iis ic cccsj 02 ee oes 17 15 -, 
» 18. Seld Stocks & Co., goods for cash (N.B.a) 160 -— - 
; A MCMOMY OEUIG carats o «iecatal aot rate 101 - - 
>, 20.- Bought of John Ball, goods ......... Th. 20S 
» 23. Bought goods for cheque £300, for cash £20 320 — - 
» 24, Paid rent by crossed cheque ....... Preiss 40 - - 
» 24. Received from Alfred Wells, cheque £60 — - 

‘Discount allowed by me ....... 3 15- 63 15 


», 25. Sent J. Ball cheque in settlement £76, Dis.£4 80 —- 
+» 27. Received from Stocks & Co., a composition 


of 13/4 in the £ in discharge of debt £180 s 
CES OR te oR ae Meare 12) os 
Seem AGED INGO EY AIC, cos al-aferct ta pie te Sysle a ine a eb ~. 310°= = 
» 30. Cash Sales during month (53c)........... 317105 
» 30. *Paid Trade Expenses by cash ........... 24 6. = 
$e Seow bak do. petty cash (76) ..... 4 710 
» 30. Due to Midland Railway Co. for Carriage 
x= (CNR a ae alte Eig Geng 8 Gen a eats ork carga tae 23) 45 


», 30. Interest credited to my a/c. at Bank (72).. Gye an 
= 420.0 Interest.on Capital (7B) ri 6 es.a. Sem ciere st 
Value of Goods £990, E 


aI 
rx 


v5. (a) In Journalising debit Cash £160, Stocks & Co. £101. 


To Goods £261. In practical work put total in Sales 
Book. 

(6) This amount is not paid, but merely due, therefore 
journalise Carriage A/c. Dr. To Midland Rly. Co. 

(c) On a/c.” means “in part payment of a larger sum.” 

(d@) When a cheque is received and paid into Bank same 
day the Bank should be debited and not Office Cash. 


77. PARTNERSHIP is the relation which subsists 
between persons, known as a firm, jointly carrying on 
business in common with a view to the acquisition of 
gain. The combination of two or more (not exceeding 
twenty) persons called Partners, to carry on any busi- 
ness or trade, each sharing the profits and losses as 
may be previously arranged. The chief advantages of 


‘a partnership are union of capital and union of different 
qualities. Although not absolutely necessary, it is 


customary and expedient for partners to have prepared 
by a Solicitor and to sign a stamped Agreement known 


as Articles of Partnership, setting forth the terms 


“ 


So ee Se ttt 


& matt t 
tes, 


= an es ea 


bag as a ie 


arranged between them. The death or bankruptcy of 


any ordinary or general partner dissolves the partner- 
ship unless otherwise stipulated by an Agreement. In a 


Limited Partnership, which must be registered, there. 


must be one or more general partners liable for all the 
debts of the partnership, and one or more limited 
partners, who are liable for such debts to a stated 
amount only. 

An ase. should be opened for each partner’s capital : 
the entry for the first item in the next exercise being :— 


oS ULY ke CAGR Ae sia te ae Dr. £2,000 
To Albert Pupil’s Cap. Ajc. ..£1,000 
,», Leo Pupil’s do. . .£1,000 


» In practical work these two amounts would be 
entered on the Dr. side of the Cash Book, office column. 
As the shares of the partners are in this case equal, 
you will, when closing the P. & L. A/c., share the Neé 
Profit equally between them as shown below :— 


Dr. Profit & Loss A/e. (Ex. 25). Cr. 
1907 -£(s.d.] 1907 ( _ | £ sie. 
July 31/To Carriage A/c. ...| 20) 5 July 31/By Gross Profit from: 
Pima bey a eos WO 16} - Timber A/c. ...1232/15! - 
2 91, Bad Debts A/c. | 62) - | 
«- «9 | 9) Interest A/c ..| 6] 5 | | 
x 39 | Discount A/e. ..| 3/19) ¢ | 
2 99| 99. Lrade Exs. A/c. | 18!) 5 
1 99 | 99 Capital Ajes. -— 
A.Pupul£52 19 7 
L.Pupil £52 19 7|105)19 | 
re ee | 


¢)232/15| - £)232)15| - 


78. DRAWINGS OF PARTNERS are _ those 
amounts, or the value of those goods, which are with- 
drawn by them from the firm for their private use, 
_ during the progress of the business, in anticipation of 
profits. These sums must not be debited to their 
Capital a/c., but a subsidiary a/c. to the Capital a/c., 
known as a Drawings a/c., for each partner must be 
opened and debited. The interest allowed on the 
capital of each partner (see par. 71), as well as his share 
of the profit realised or:loss sustained, must be placed 
to his Gapital A/c. unless a Current A/c. is kept, in 
which case they may be transferred thereto. Partner’s 
Salaries should be debited to the P. & L. A/c. Drawings 
and Current A/cs. are balanced in the ordinary manner, 


‘ ’ bn 


ai : 


x but being subsidiary to the Capital A/cs. the difference — 


of each must be transferred to the Capital A/c. affected. 
__ The items on the 16th July in Ex. 25 would be entered 
_ on the Gr. side of the Cash Book in the Bank column, 
or journalised thus :— 


+ A. Pupil’s Drawings Ale ......Dr. £10 
a: L. Pupil’s do. She Mame Ui ener 

; ea ERO CATE fren ie one ity <a LOU: 
_. If the withdrawals of the partners are unequal, 
interest should be charged thereon, Ex. 42, thus :— 


©  C. Maxey’s Drawings A/c. Dr. £1 6 5 * 

; W. Bell’s 3 a TOmEy ; 

; ae To Interest Alc. .. £117 4 

- ; = * 
eur’ Albert Pupil’s Capital A/c. Cr. - 

2 1907 : £ )s.jd.j 1907 £/s.\d. 
_ — July31 |ToDrawingsA/c. 20) -|- | July 1) By Cash .... 1000) -| - 

» 31 |,, Balance..... c/d|/1037| 2/11! ,, 31! ,; Interest | 41 3) 4 

he » ol} ,, Net Profit) 52|19| 7 
td * £|11057) 2111 £| 1057} 2/11 
ra s —— — 

- | | Aug. 1] By Balance |{b/d) 1037; 2/11 

Dr. Albert Pupil’s Drawings A/c. Cr. 
1907 | £ | s.jd.f 1907 £ [sid 
Julyié To Bank ..... 10 | - July 31| By Transfer to 
PESO Osh eae On et ess 10 | - Capital Aje ..}} 20 | -| - 
| ‘ —_——|—_ eer ses ees LS 
| £i| 20 | - | £i| 20 | -| - 
Dr. Leo Pupil’s Capital A/c. Cr. 

: 1907 £1} s8.Jjd.) 1907 £ )s.ld. 
sy July31 |ToDrawingsA/e 20) -|-| July 1} By Cash .... 1000} - | - 
a 59) DE [P55 LAOLONRCL sc 0's « ¢/d}|1037| 2 x, 91] ,, Interest 4 4 
Be : » 31} ,, Net Profit 52/19] 7 

| s\10571 2 £1057) 2/11 
= | | Aug. 1| By Balance _b/d|1037/_2/11 
q 
- Dr. Leo Pupil’s Drawings A/c. Cr. 

% 1907 |d.g 1907 £ {s.jd. 
- July16 |To Bank ..... - (July 31} By Transfer to 

£3 5 coe en a - Capital A/c. 20 |-|- 

- £} 20 | =| - 


re 


tis 


bat 


Oh. 
ote bean 


rub Lo ot sane gill Sa, 


72 


Balance Sheet of PUPIL BROS., on 31st July, 1907. 


Sl ssid. £ (s.(d. 
bilities. Assets. : 
Sundry epee Cash in hand ...£38 17 9 
Pree hi COs. cacieepneletlt 40} -|-# Cash at Bank ..548 3 7 
Capital :— Petty Cashiy..... 2.20 325.0 
AlbertPupil £1037 2 11 ———--—] 589 4 10 


Leo Pupil ..£1037 2 11 Sundry Debtors :— 


2074) 5|10) Benjn. Dean..£21 -— 3 
Howe & Co...173 10 — 
Clifford Pears 83 - — ra 

Samuel Giles 5710 9 

————| 335} 1| - 

Stock of Timber ......... 990} - | - 

Good wills sae nes aoe 200) - | - 

£/2114] 5/10 £/2114) 5/10 


79. GOODWILL. Perseverance and industry are 
usually successful, and a commercial or professional 
man who has worked steadily through the weary period 
of probation finds, sooner or later, that his goods or ser- 
vices are in fairly constant demand. This is seldom due, 
however, to the number of his promiscuous customers 
or clients, but rather to the fact that certain persons go 
to him regularly. These regular customers have con- 
fidence in the man, and goodwill towards him ; and they 
constitute what has been well called his connection, 
commercial or professional, thus affording him the 
security of a fairly constant income. The labour and 
expense by which he has acquired a reputation and 
gained the good feeling of these persons, would, in the 
event of his leaving the neighbourhood, be completely 


_ lost to him, were it not that experience has shown that 


in many cases, part of this goodwill may be transferred 
to another. There are generally to be found persons 
who are eager to acquire in this way, as it were, a ready 
made business, and who are willing to pay large sums 
of money for the opportunity of so doing. Goodwill has 
been defined as (1) “ Nothing more than the chance 
that the old customers will resort to the old place.” 
(2) “ That connection in a trade which induces cus- 
tomers to deal with the persons who carry on the 
business,”’ (3) “ The benefits and advantages accruing 


from the habitual customers of a successful business.’ 


/ 


: ‘ (4) “The advantage or benefit which is acquired by _ 


~~ 


os bia ai 


an establishment beyond the mere value of the capital 
emplcyed therein, in consequence of the general public 
patronage and encouragement which it receives from 


e constant or habitual customers on account of its local 


position, or common celebrity, or reputation for skill or 
affluence or punctuality, or from other accidental cir- 
cumstances or necessities, or even from partialities or 
prejudices.”’ fe 

~ While Goodwill has a cash value when a busindss is 
being sold or a partner admitted, it is not generally 
available for the discharge of ordinary liabilities, and 


- being therefore of such an uncertain and a precarious 


character, Goodwill should generally be written off or 
depreciated by annual instalments until it is extin- 
guished. ; 

The price paid for Goodwill is generally based on the 
average net profits. For instance, a business which 
has produced an average annual net profit of £100 

~might be bought at the price of two years’ purchase, 
viz.: £200. The price varies from one year’s purchase 
to five, and from the few pounds paid for the Goodwill 
of a small retail shop to the millions obtained on the 
‘flotation of a large limited Company. 

In purchasing a business the amount wnexpended by 
the purchaser is called Working Capital. In Ex. 25 
Pupil Bros. commence business with £2,000, and they 
purchase from Exley his business for £1,500, thus leav- 
ing them £500 with which to work the business. In 
Ex. 25 journalise the purchase of the business thus :— 


July Vo Goodwill Ajo. ic. ess eames Dr. £200 - - 
PT RUC 2A Ose dias Hae seis ern atc tss 3? 1950 ~- - 
Benjamin Dean ..... ead eas Fe lee Ou 
PEP OMIG ae CO Dike cc ahak aveve Nl eleve cue, FF 111 15 2 
CU Ord Pease ao cts ove eet ar 6 s 24 6 7 
CCGG ECE Coleg tans ois Melee tones eho 6 0 % 93 - - 

ISGMUMCUIGULER © 3 0acert ots ala ieineks ai - 49 8 - 

OVER TECUTIN Naan oBleis esi jaersroce. ss if 500° == 0 

To Sohn Haley i. ccc ees e ecw eee wwsecss £1500 


Exercise 25. ‘ 

Albert and Leo Pupil commenced business on the first July, 
‘1907, as ‘Timber Merchants, under the style or firm of Pupil 
Bros., each with cash £1000. (See par. 77.) (Practical see page 
112.) 
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. On the same day they purchased for £1500 in cash the busi- 
ness of John Exley, including the Goodwill, for £200; Stock of 
Timber for £950, and Book Debts as follows :—Benjn. Dean, 
£21 10 3; Howe & Co., £111 15 2; Clifford Pears, £24 6 7-; 
George Peel, £93; Samuel Giles, £49 8; Oliver Helm, £50. 
(See par. 79.) ; ; 


Do not forget te record the payment to Haley of £1500 in cash. 


fu es. de 
July 2. Opened Bank A/c. and deposited ........ 450, - - 
>» 3 *Sent Timber to Clifford Pears ........... 39 10 = 
Lp a Do. Samuel-Gilea=is, soso aisncers 15 6 
(Use the name Timber A/c. in this Hx. instead of Goods.) 
» 4. Advanced to Petty Cash (76) ....... NOS a 
» 4. Rec. cheque from C. Pears £23, Dis. £167.. 24 6 7J- 
», 5. Bought Timber from Tree & Co. ......... 168 10 ~- 
» 9. Paid Carriage thereon by cheque (75) .... 10 7 6-~ 
On Sold. limber fori Oash=st-.. sour eee 26 “4.37 
pate Ore HE ICL NG Ou AN Kc ics, Sa cen cates seas oe we ae 50 -— ~-- 
“eis Se Sold. Tirmber for oheques, .ccn acini sate 78 10 —-- 
» 9. .Remitted Tree & Co., cheque £160, Dis.£810 168 10 — 
» ll. Bought of Tree & Co., Timber ........... 146 - - 
» 11. *Sold Timber to Howe & Co. ......5...... 173 10 —- 
pel tats a ome LO Benjamin Dean .......... 29 10 — 
nl Ned Do. Oliver -Holine-.< noc ee 638 8 — 
» 12. Paid Cheque into Bank (66d)’............ 78 10 - 
»» 12, Paid Cash for Carriage of Timber (75) .... 917 6 
»» 13. Paid Borough Rate in Cash (Trade Exs.) 10 9 - 
», 14. Drew Cheque for Cash (66c) ............. 20 - - 
» 15. Rec. cheq. from Howe&Go. £106, Disallowed 5 15 2 
2» 16. *Albert Pupil drew cheque for private use(78) 10 — — 3 
», 16. *Leo Pupil Do. do. 10 - -- = 
» 16. Drew cheque for Wages (80) ............ 8 - -- : 
», 17. Endorsed cheque received from Howe & Co. =q 
and sent it to Tree & Co., on a/c. (666).. 106 - - — E 
» 19. George Peel failed and paid into our Bankin : 
A/c. a composition of 6/8 in the £ on £93 (74) 31 - = = z 
», 23.. Reed. cheques (paid into Bank same day). 183 - -— - 
_ From *Benjamin Dean on a/e. ........ 308 re : 
*Samuel Giles on a/c. ........... 45 -— — - = 
*Oliver Helm, £108, Dis. £5 8 — 113 8 —~- 4 
Bank Dr. £183, Dis. Dr. £5 8 -) 
», 26. *Sold Timber to Clifford Pears ........... 43 10 - = 3 
Peat ies Do. Samuel Giles... 005.0. cesa087 16. == 
% 30. Albert and Leo Pupil each drew a cheque fo : 
£10 for private use (78) ............... «. 20° - = -. 
»5 30. Drew Cheque for Wages (80) ............ 8 - --= 
» 31. Bank Interest credited (72) ............. 2 celts Inn 
» 31, Credit Int. on Cap. in each case (71) £4 3:4., 8 6 8— 
», 31. Paid Sundry Trade Exs. out of Petty Cash.. 716 6 


Value of Timber in Yard, £990, 


a oe ee es 
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25. This a/c. is, of course, subsidiary to the, & L 
A/e., and on balancing the books the total of the 
Wages A/c. must be transferred to the Dr. side of the 
P. & L. A/e., and entered :—T'o Wages Alc., £16. 


Dr. Wages A/e. (Ex. 25). Cr. 

1907 1907 #] s.{d. / 
Julyl6 | To Bank -|-]|July 31 | By Transfer to 

Serta piss LOLs P. & L. Afe.|| 16) - | - 


re AS |! 


£16} - | - 
81. PROPERTY or ASSET A/CS. are those which 


record all your transactions in every description of 
property, such as goods, mines, buildings, fixtures, 
furniture, machinery and plant, implements and tools, 
horses and carts, cattle, ships, stocks and shares, deben- 
tures, mortgages, bills of exchange, goodwill, patents, 
copyright. Like a Goods or Purchases A/c., on- pur- 
chasing any kind of property you open an a/c. in 
~ respect thereof, and debit it with the cost. And on the 
contrary, when value goes out on the occasion of a sale 


or a loss, credit the a/c. affected thereby. Should any 


portion of property remain unsold at the time of 
balancing, the value thereof would represent an asset, 
and would require including in the Balance Sheet. 
After insertion of value on hand (if any) on the Cr. side, 
any difference between the two sides of the a/c. would 
represent either a loss or a gain, and would accordingly 
need transfering to P. & L. A/e. 

Rent, Interest, Dividends, also any other form of 
income or revenue arising from any description of 
' property must be credited to the proper subsidiary 
P. & L. A/e., and not to the Property or Asset A/c. 

The amount paid for ordinary Repairs, Painting, and 
other Expenses of either fixed or movable property, 
being necessary for the maintenance of its value, are 
charges against income, and must be debited to the 
proper subsidiary P. & L. A/c. and not to the Property 
A/e. 

‘The cost of permanent improvements and additions, 
however, which materially inerease the original value of 


80. A separate Wages A/c. must be opened for Ex 


the property, such as the erection of an additional wing 

to a building, a new roof, the paving of a street, the 
sinking of a new shaft, a new engine or boiler, a new 
body for a cart, new office furniture, &c., must be 
debited to the Property A/e. concerned. Nearly all 
forms of property, even when kept in good repair, are, 
however, subject to— 


82. DEPRECIATION, which is a periodical deduc- 
tion in respect of the diminished value of any form of 
property caused by wear and tear and antiquity. It wiil 
be quite clear to you that buildings, fixtures, machinery, 
tools, utensils, carts, &c., must waste away and become 
obsolete, therefore it is only right that their value 
should be shown to have been reduced by an ample 
deduction or writing off from their previous value. 
There are various methods of estimating Depreciation, 
and of recording alterations in value, but it may be said 
in regard to any of them that the object in view is so 
to treat the nominal capital in the books, that it shall 
always represent as nearly as possible the real value. 


The best plan is to establish average rates which can. 


without much trouble, be written off every year. Thus, 
if you contracted for the laying down of an engine and 
a boiler at a cost of £500, and depreciated the same at 
the rate of 74% annually for 10 years, on the diminish- 
ing value, or balance of the asset, the result would be 
that, at the end of 10 years, the value would appear in 
your Ledger at £229. The account below shows the 
amounts credited in respect of depreciation for the first 
five years. 


Dr. Engine & Boiler A/e. Cr. 
1901 £}s.jd.f 1901 5 £| s./d. £ | s./d. 
Jan. 1)To Cost}/500} - | - | Dec.31 |By Depreciation |37/10] - By Bal. |462)10] - 
1902 1902 
Jan. 1|,, Bal.|/462/10) - | Dec.31 | ., Do, 34/13) 97 ,, Do. |427|16| 3 
1903 1903 , 
Jan. 1) ,, Do.|/427/16] 31 Dec.31 | ,, Do. 32] 1] 9}., Do. 1395/14] 6 
1904 1904 
Jan. 1),, Do. |/895)14) 6{ Dec.31 | ,, Do 29/13] 71,, Do. 1366] - ]11 
1905 1905 
van », Do. |/366) - |11{ Dec.31 | ,, Do 27| 91-7,, Do. |338/11/11 
1 
Jan. 1} ,, Do. ||338/11/11) 


rs 


~ Journalise Depreciation thus:— == 


April 30. Depreciation Alc. Dr. £6. 
~ To Office Furniture, etc. £6 


On balancing the books the total of the Depreciation 
A/c. should be carried to the Dr. side of the P. & L. 


A/e. and entered: To Depreciation A/c. , 

Dr. Depreciation A/c. Cr. 
2911 ; rps € | sd.) 1911 £ (sid. 
Dec.31 | To Engine & Boiler.73%|| 37/10 - | Dec. 31) By Transfer to 

2» 9 | 9, Machinery, 10%....|| 50] -| - P.& L. Aje.||115} - | - 
2 ~s> | 55 Office Furniture,74%|| 7/10} - 

2» 9» | » Horses & Carts, 10%|| 20] - | - 

” gil115| - | - =a gll1i5} - | - 
Dr. Machinery A/e.  ©Cr: 
1911 | £ |s.jd.) 1911 £ | s.ld. 
“Jan. 1} To Balance ...... 500) - | - | Dec. 31] By Depreciation ..|| 50) - |- 
/ » 9 | »o9 Balance....¢/d|j/450)-- | - 

sll5001 - | - £|/500) - | - 


The following are some approximate Rates of 
Depreciation on diminishing values :— 


Freehold Dwellinghouses, Warehouses, Factories, 


; and Offices, excluding value of land --| 14% to 24% 
Factories subject to rough usage .. oa .-| 24% to 5% 
- Wood and Iron Buildings .. ex 2 Peal A ioe! OS 
Fixed Plant .. rae 2 ae fe ..| 5% to 74% 
Stationary Engines and Boilers .. ae SclLata oy to: 109% 
Portable Engines and Boilers ee ai aliens OOA tO tao. 
Contractors’ Locomotives .. oer on ..| 15% to 20% 
Machinery .. se te E20 “in =<. 59 :t0 10% 
Furniture and Fixtures _.. as He ..| 74% to 10% 
Horses 36 ae Sc ne See gob elo LO. 2095 
Ships .. nit aC as Ao ar fal g09G 00. 69% 
Trucks and Waggons sic ne ne ..| 74% to 10% 


83. A/CS. OF STOCKS AND SHARES must be 
kept in the same manner as a Goods A/c., purchases 
being debited and sales credited. In balancing the 
a/e. the value of those on hand (which should be the 
average market price) is placed on the credit side like 
** Value of Goods unsold,” and the difference between 
the two sides is carried to the P. & L. A/c. Of course, 
the balance of stocks or shares unsold is an asset. The 


- 
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Capital and Revenue A/cs. of an investment are fre- 
quently kept together as follows :— ; 


Dr. Leeds Corporation.  _—_ Cr. 
Princi- Princi- 
Interest. pal. Toterest. pal. 
1913 ‘ £\s.jd.| £ | 1913 : £{ s.jd.|| £ 
Jane |ELO 2S StOckis se ccc cree 50 : 


June30} ,, 4 Year’s Div. ..£6 5 -— 
Less Income Tax — 7 4 

5 

7 


Dec.31 | ,, 4 Year’s Div. . .£6 
Less Income Tax — 


5/17] 8 July 2 | By Cash} 5|17)| 8 


5/17| 8 Dece.3h- |= 55 Ol LAaS 


84. SHIP A/C. This a/c. is treated in the same 
way as other property a/cs. An adequate allowance 
for depreciation, dependent upon whether it is a Liner, 
a ‘“‘ Tramp ”’ Steamship, or a Sailing Vessel, should be 
credited. Repairs to the Ship would be debited to the 
P. & L. A/c., but substantial improvements, such as 
new boilers, engine, propeller, deck, rigging, &c., 
would increase the value of the ship, and therefore be 
debited to the Ship A/c. 


Dr. The S.S. ‘* Empress.’’ Cr. 


1910 
Jan. 1 |ToBalanceb/d... 
May 2 | ,, New Propeller 
Sept. 5 | ,, Cable &Anchor 


£ 
TOLL 


Jan. 1 |To Balance ...b/d 


A separate a/c. would require to be opened for each 
ship or steamer, as well as for each voyage. The 
Voyage A/c. must be credited with all charges for 
freight and passengers, and debited with all costs and 
expenses incurred in connection with the voyage such 
as fuel, oil, repairs, painting, insurance, loading, dock 
dues, wages of the crew, &c. You must balance the 
Voyage or Working A/c. on completion of the voyage 
and take the difference to the general P. & L. A/c. ~ 


os 


‘ xy ‘ eee a + ig et a ‘ ; 
- PRACTICAL BOOK-KEEPING. 


85. You cannot have failed to notice in working 


the preceding exercises, that the majority of the 


transactions consist of :—- : 
(1) The receipt and payment of Cash. 
(2) The buying and selling of Goods. 
While you cannot bestow too much care in obtaining 


a thorough grasp of the principles of journalising, it is 


_ found inconvenient in actual business to journalise 


every transaction (as in the Continental System) and 
therefore other Journals are brought into use, which, 
although greatly diminishing the labour entailed in 
mere journalising, do not interfere with, or in any 
degree sacrifice, the principle of double entry. By the 


employment of these subsidiary books, or Books of 


Original Entry, transactions of a similar nature are 
collected together, hence the number of original entries 
and Ledger postings is materially reduced ; and thus 
we get what is known as the English System of Book- 
keeping. 

Some of the books required in practical work are :— 

1. Gash Book, for entering Cash received and 

_ paid, whether Office or Bank ; also for Discounts. 

2. Purchases Journal or Bought Book, for enter- 
ing Goods bought on credit ; also purchases for cash, 
where creditor’s name is given. 

3. Sales Journal or Sold Book, for entering Goods 
sold on credit; also sales for cash, where debtor’s 
name is given, and particularly sales to regular 
customers. 

4. Journal Proper, for transactions which cannot 
be entered in any of the above books ; also for adjust- 
ments and transfers from one book or a/c. to another. 

5. Ledger, for abstracting or classifying the 
contents of the above and other subsidiary books. 

In order to be able to work Exercise 26, which is 
specially designed for illustrating the practical method 
it will be necessary to carefully read paragraphs 86, 87, 


97, 100, 102 only. All the exercises should now be 


worked practically. - 


80 


CASH BOOK. 


86. Although in none of the foregoing exercises 
have the transactions in cash exceeded sixteen, they 
are, however, so much more numerous in real business 
that it has been found necessary to record them in a 
book set apart for that purpose. 


With one exception the method of entering the Cash 
Account Book is the same as that employed in entering 
the Cash A/c. of the Ledger. The exception being 
that, instead of posting the Cash A/c. from the Journal 
as you have hitherto done, you will now enter the cash 
transactions direct into the Gash A/c. Book, which 
therefore becomes a Book of Original Entry. You will 
therefore see that this book is not a subsidiary book but 
part of the principal book, and that it is neither more 
nor less than a volume of the Ledger bound up separ- 
ately for the sake of convenience. The Dr. and Gr. 
pages of the Cash Book must always face each other. 


87. As Cashier, you will enter on the left-hand or 
Dr. side all your receipts of Cash, giving the date ; the 
name of the firm To whom you are indebted for what 
you have received ; and the amount. While on the 
right-hand or Gr, side you will enter all your payments 
of cash, giving the date; the name of the firm By 


whom you are credited for what you have paid; and. 


the amount. The Cr. side is sometimes called Contra, 
which is a Latin word meaning, opposite, against, on 
the other side. As you cannot pay away more office 
cash than you receive, the credit side can never exceed 
the debtor. In business, while it is not usual to balance 
the Cash Book in ink oftener than once a month, it is 
well to check the balance each day. This is done by 
placing the totals on a slip of paper, finding the differ- 


ence and comparing it with the cash in hand. A 


Reconciliation Statement should be prepared showing 
the detailed contents of the Cash Box, the total of which 


~ 


should represent, exactly, the difference between the 
two sides of the Cash Book, thus :— 


Dr. side of Cash Book ..... S215 07> ks 
Cr. side of Cash Book...... 883 9 6 
é - Balance of Cash.. £332 7 6 . 


(ose SES %, 


In Gash Box :— 


Cheques.....i.. £215 - = 

IN OFES pete on orars nis 98 10 —- 

foilvier® soy Jes s../s 10 16 6 

OT ack soe Ma tiga ests 

Bopper hess. 3 - 1 6 £332 7 6 
a 


88. Posting the Cash Book. In order to comply 
with the principle of double entry every item debited 
to cash must be credited to some other a/c. in the 


Ledger; and every item credited to cash must be 


debited to some other a/c. in the Ledger ; therefore, the 
items on the Debit side of the Cash Book must be 
posted to their respective accounts on the opposite or 
Credit side of the Ledger, thus :—Date, By Cash, Fol., 
Amount ; and the items on the Credit side of the Cash 
Book must be posted to their a/es. on the opposite or 
Debit side of the Ledger, thus :—Date, To Cash, Fol., 


Amount. 
SINGLE COLUMN CASH BOOK for Exercise 26. 
Dr. CASH. CONTRA. Cr. 
L. L. 
1907 Walt s: -| 8.10.5 1907 Hi) £)-scid. 
r Cr, Dr. 

' Ang. 1/To Capital... 1000] - | - [Aug. 8| By Goods ....... 46/15) - 
», 10} ,, Goods ».. 31) 11-]| ,, 11) .,, Wages...,... 11) I] - 
», 18] ,, Ezra Jones 8i14/-] ,, 13) ., James Cecil,.. 78) 4) - 
» 14|,, EdwinFox 4/16|-] ,, 15) ,, Goods -..+... 57| 5) = 
ested ils, G@OOdS 2... 43] 1]}-] ,, 16) ,, Alfred Scott... 79/16} - 
», 18|,, EzraJones 20|- |= ,, 17] ,, James Cecil... 150} - | - 
sa ee OOS on. 45/117 6] ,, 21) ,,~Goods ....... 65/15} - 
», 29|,, EdwinFox 9|-|-] ., 28) ,, Alfred Scott .. 27) 4! - 
>» 380]|,, Goods ... 53/13] 6] ,, 25) ,, Wages....... 9} 1) - 
; » 26] ,, James Cecil... 233/14) - 
99 28] 57, GOOKS: 2. 6 oa 67| 1) 6 
1 Pee SO EVOL tty eeitieye's 50} - | - 
», 30) ,, TradeExpenses 7/13} - 
+, 30| ,, Balance’.....-. e/d|| 832) 7 6 
' £)/1215/17| - £)/1215)171 - 

Sept. 1/ToBalance b/d) 332/ 7/ 6 


89. BANK COLUMNS. As the majority of traders 


have banking a/es. and pay most of their creditors by 
cheques, payable “ on demand,” it is found economical 
and convenient to record the Bank transactions in the 
Cash Book. This is an excellent arrangement, particu- 
larly when you remember that what the banker does is 
simply to conduct some of your cash transactions, there- 
fore it is only proper that the records of all cash trans- 


~ actions, whether conducted by yourself or your Banker, 


should be made in the same book, a Double Column 
Cash Book. 

If you will substitute the word “Bank” for the word 
‘ Cash ” in par. 86 you will find that it is applicable to 
Bank transactions. See Cash Book for Ex. 21, page 84. 

30. All payments by cheque must be entered on the 
Gr. side of the Cash Book, in the Bank Column, 
because the bank pays the money. on presentation of 
the cheque. If you draw a cheque for the purpose of 
obtaining Cash for the office as in Ex. 21, “‘ March 20, 
Drew Cheque for Cash, £15,’ such a transaction will 
require two entries. In the first place it is a payment 
by the Bank of £15, therefore enter on the Gr. side in 
the Bank Column—By Office, £15; and in the second 
place the Cash-box receives £15; therefore enter on the 
Dr. side in the Office Cash Column—7'o Bank, £15. 

Not only does a payment by the Bank to Office need 
entering twice in the Cash Book, but also a payment to 
the Bank by Office ‘‘ March 2. Paid into Bank, £390.”’ 
This requires recording on the Gr, side in the Office 
column—By Bank, £390, and on the Dr. side in the 
Bank column—To Office, £390. The reason why such 
transactions require entering twice is, of course, in 
order to carry out the principle of double entry. which 


in these particular transactions ig completed in the Cash * 


Book, no posting of these items being necessary. . 
The imaginary difficulty arising from making both 
entries in the Cash Book soon vanishes if you will but 
mentally journalise the transactions thus :—Cash Dr. 
To Bank £15 and Bank Dr. To Cash £390. By adopt- 
ing this suggestion you perceive at once upon which 
side and in which column the entry must be made. 


_ ‘a , 
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__ 91. Gheques received by you will be placed in the 
3 _ Cash-box, and being Gash receipts must be entered in 


the Dr. Office column. Ifa single Cheque be paid into 
Bank the same day as received, then enter it in the 


_ Bank column only. 


92. BALANCING BANK COLUMNS. The debit 
Bank column should be an exact copy of one side of the 
Bank Pass Book, and the credit Bank eolumn should 
bean exact copy of the Cheque side of the Bank Pass 
Book. An unpresented or dishonoured cheque would, 


_of course, cause a disagreement between the balance of . 


the two books, as also would Bank Charges or Interest. 
In the case of the Bank debiting you with Bank 
Charges you must enter the amount in the Gr. Bank 
column of the Cash Book—By Bank Charges. On the 
Bank allowing or crediting you with Interest, the entry 
would be 7'o Interest £3 5 — in the Dr. Bank Column. 


93. Your Bank Pass Book should always either 
agree or be made to agree with your Cash Book. If 


the balances of the two books should disagree a Recon- | 


ciliation Statement should then be made owt as 


follows :— : 
Mar. 31. ~‘‘ Pass Book” Balance ....,......- £277 6 - 
Less cheques not presented :— 
oo. A, Day—Rent -. 2. 3 ..oss £10 - - 
eee LOCOS GAs CO-. . cca 401005 8: a Be Ge 
258 19 — 
Plus cheques paid in but not yet credited ... (nil) 


Agreeing with your Cash Book....£253 19 - 
94. POSTING Bank Columns ‘The posting of the 


items in the Bank columns is similar to the posting of 


the items in the Office columns, except that you may 
enter To or By Bank instead of Cash. 


As the Cash and Bank columns take the place of those 
a/es. in the General Ledger, and are therefore complete 
a/cs. in themselves, the equalising items between Bank 
and Office do not need to be posted, but should be ticked 
or marked Con. (for Contra) in the Led. Fol. column, so 
as to facilitate the posting of the remaining entries. 
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ment of Cash is so frequently accompanied with the 
allowance of discount that it has been found advantage- 
_ous to keep the Discount A/c. in that section of the 
Ledger known as the Cash Book, so that the allowance 
for discount may be entered at the same time; on the 
same side of the book, and on the same line as the cash 
entry, but in a different column, thus resulting in the 
Three Column Cash Book shown on the next page. 

Each item of discount must be added to or posted 
along with its accompanying cash item to the proper 
Personal A/c. and entered thus: Jo or By Cash, and 
To or By Discount. See page 64. 

The totals of the Discount columns, as shown on 
page 86, must be carried to the Discount A/c. in the 
Ledger and balanced as shown below. In large concerns 
Separate a/cs. are kept in the impersonal ledger for 
Discounts Received and Discounts Allowed. 


Dr. Discount A/e. (Ex. 23.) ‘ Cr. 
1907 £| s.J 1907 ; : 
May 31/To Sundry Debtors May 31 |By Sundry Creditors 
per Cash Book |} 1} lf . per Cash Book} 5 
» Transfer to 
Prades Le AVC...) 73\ 19 
£} 5| - 5 


95a. When a composition or dividend of so much in 
the £ is received in discharge of a debt, only the amount 
actually received must be entered in the Cash Book, 
and the remainder, being a Bad Debt, must be recorded 


__, in the Journal, thus :— 


June 4. Bad Debts A/c. ...... Dr. £35 
= To Charles Bond ........ £35 

96. Insome business establishments another narrow 
column is ruled by the side of the date columns, the one 
on the Dr. side being used for inserting the number of 
the counterfoil of the receipt given for the money ; and 
the one on the Gr. side being used for inserting the 
number of the voucher received in acknowledgment of 
the payment. Payments to the principals or partners 
should be initialled by them in the voucher column. 


95. DISCOUNT COLUMNS. The receipt and pay- 
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PURCHASES DAY BOOK. 


_, 97. This Special Journal or Book of Original Eniry, 

_is sometimes called the Bought Book, or Invoice Book, 

from the fact that into it are daily copied (after having. 
_ been checked and initialled) the invoices which you 
_ receive in respect of the goods bought on credit, as weil 

as for cash, where the creditor’s name is given. It 
_ must record the date of each purchase ; the name of the 
seller ; and the quantity, name, class, price, and cost of 
_ the goods. A second method is to merely copy the date, 
_ name and amount (entirely omitting all the details), and 
_ after numbering the invoice, to place it on a file for 
_ future reference, which is an excellent method. 


__ Trade Discount must be deducted in the first or 
details column, and only the net amount of the purchase 
_ carried into the second or total column. 


It is found usefal for purposes of reference. to insert 
_ the number of the invoice in a special column ruled by 
the side of the Led. Fol. Col. 


__ In some business houses, however, instead of using a 
Purchases Book or file, they prefer to use a Guard 
_ Book. This is a large Scrap Book made of cartridge 
_ paper and folioed, into which all the invoices received 
_ are folded, endorsed and pasted. Money columns run 
_ down the right-hand side of each page, into which are 

_ extended the totals of the various invoices, thus :— 


_ Folded Invoice endorsed and pasted in Guard Book. 


2nd August, 1907 
: James Cecil 2. oe ccs... 


a 


£78 4 
98. POSTING. All the persons named in your 
_ Purchases Book being your creditors, you wil therefore 
_ post the amounts to the Credit side of their personal 
- a/es. in the Ledger, and enter the Date, By Goods, 
 Fol., Amount. As the total of the Purchases Book 


represents Goods coming in or purchases, it must be 


posted monthiy to the debit side of the Goods or 
_ ‘Purchases A/c. by entering the Date, To Sundries, 
 P.B., Fol., Amount. 


ir 


Tp gees 


Purchases Book for Exercise 26. 


Led. 7 s 
‘Date. Particulars. et Details. || Totals. 
r. 

1907 ll & | s:(d- |) £aletds 
Aug. | 2] James Cecil. 2 
* 720 yards Cotton @1/1 39) - | - 

672 ,, Zanella @ 1/2 39} 4] - || 78) 4) + 
ce 4| Alfred Scott. 
336 yards Satin @ 4/9 79/16) - 
6 9); James Cecil. : 
1000yards Tapestry @ 3/- 150} - | - 
ee eee SS aEeicaeenn ae 2 
3 17| James Ceeil. . 
1290 yards Shirting @ 2/6 161| 5} - 
138 ,, Cretonne @ 10/6 72) 9} - 1233/14) - 
AA 19| Alfred Seott. 
384 yards Diaper @ 1/5 27|~4! - 
s 27| Alfred Scott. 
168 yards Worsted @ 7/-— 58/16) - 
84 ,, Satin @10/- 42) --| - || 100/16} - 
Goods or Purchases A/c. Dr. £)|669)14) - 


99. You will observe that by entering all the credit 
purchases in a special book, as above, instead of 
journalising such transactions, a great saving of labour 
is effected. Had the above six transactions been 
journalised, six postings to the Goods A/c. in the Ledger 
would have been necessary, but the total only of a 


Purchases Book needs 


A/c., as below :— 


Dr. 


posting to the Goods or Trading 


GOODS A/e., Exercise 26. Cr. 

1907 | Purchases. Sales. £ | sid. 
Aug. 8/To Cash ...... By Cashin. oc 31)-1] - 
BRL DIs OR iosSeee, ee ONE tae 43} 1) - 
By CHI ip aeedl Doar 15 DO. ates 45)11) 6 
areeto} legs DOK Sn piste Fo DOs wears 53/13) 6 
, 3dl|,, S’ndriesP.B. s, SundriesS.B, 56) - | - 
” do] 99 Gross Profit $3 Bal. (stock) e/d 781/10) - 
£ s||1010)17] 

Sept. 1)/To Balance ...|b/d 


as 
SALES DAY BOOK. 


100. This Special Journal or Book of Original Entry 
is called the Day Book, because in it is daily recorded 
particulars of goods sold on credit, as well as for cash, 
where the debtor’s name is given. It must specify the 
date of sale, the name and address of the buyer, and 
the quantity, name, class, price, and cost of the goods. 
Sometimes the method of delivery and any special 
terms agreed upon are also stated, thus :—Per L. & Y. 


Ry. ; Carr. pd. 24% one month. These particulars are 


obtained from the Order Book, into which they were 
entered on receipt of the order. While the rulings of 
the Order Book vary, of course, with the character of 
the business, the principal columns are :—(1) Date 
Received (2) Name and Address (3) Description of 


_ Goods ordered (4) Price (5) Date sent (6) Description of 


Goods sent (7) Sales Book Folio. 

In some establishments each order is entered upon a 
separate printed form, and after execution these sheets, 
which really form part of the Slip System of Book- 
keeping, are bound into a file which constitutes the 
Sales Day Book as well as the Order Book,’ thus 
effecting a great economy. 

The combinations permitted in journalising, as shown 
in par. 69, are not adopted in practical work, each 
transaction being entered separately. . 

When the details of a sale have been entered in the 
Sales Book and checked, the invoice should be made 
out therefrom and forwarded to the purchaser. It is 
customary in some offices to write invoices in copying 


ink and retain a copy in the press-copy Invoice Book, 


the number of the page being entered in the S.B. Other 
firms type their invoices, taking and filing carbon 
copies, as part of the $lip System. 


101. POSTING As all the persons named in the 
Sales Book are your debtors, you must therefore post 
the amounts to the Debit side of their respective 
personal a/cs. in the Ledger, and enter the Date, T'o 


Goods, Fol., Amount. 


ae ee 


90 


_ Seeing that the Sales Book contains particulars of — ~ 
Goods going Out or sold, you will post the total thereof 
: to the Gredit side of the Geods or Sales A/c. by entering 
: the Date, By Sundries, S.B., Fol., Amount. 


. SALES BOOK for Exercise 26. 
: Led. : 
Date. Particulars. Fol. || Details. Totals. 
4 Dr iz 3g 
1907 : ) £ | sfd.) £ | sjd. 
Aug.; 3 | Ezra Jones. sal 
80 yards Zanella @ 1/6 6) - | - 
36-~,,-. Cotton @ 1/6. 2114! - 8}14) - 
6 | Edwin Fox. ; 
48 yards Zanella @ 2/- i 4/16) - 
ee -» | 12 Ezra Jones. zr 
; 100 yards Tapestry @ 4/- 20).- | - 
Ke 13 | Edwin Fox. 
| 20 yards Tapestry @ 3/6 3/10) - |) 
20° ,, Zanella @ 2/- ya 5/10} - 
» | 20 | Edwin Fox. i 
20 yardsTapestry @ 3/6 3/10) - 
» | 29 | Ezra Jones. 
80 yards Cotton @ 1/6 PaO lela ts 
20. ,, Worsted @ 7/6 ‘|; 7/10) - |! 13}LO} - 
Goods or Sales A/e.....Cr. = i SOG) =e) — ; 
2 se, ee ed Se ee eee 


PURCHASES BOOK and SALES BOOK. 


102. The following remarks and suggestions are 
equally applicable to both these books, in which entries 
should be made relating only to the goods in which the 
trader deals, The occasional purchase or sale of any 
other asset, such as plant and machinery, fixtures, 
furniture, &c., should be passed through the Journal. 
(See par. 103.) Gash purchases or sales should always 
be passed through these books where the name of the © 
buyer or seller is given, in addition to the receipt or 
payment of the cash being recorded in the Cash Book. 


_ 1. The pages are folioed and vertically divided 
into five sections, the first being for the Date, the 


second for the Name of the Person and the Particu- 
_ lars of the transaction, the third section being for the 
Ledger Folio on posting, the fourth section being the 
inner money column for the Details, and the fifth 
section being the outer money column for Totals. 


2. When a purchase or sale consists of one item 

only, the amount should be placed in the outer or 
_extended cofumn. When more than one item, the 
separate sums must be entered in the first or detail 
column, and the total only carried into the extended 
column, on the same line as the last item. Trade 
discount should always be deducted, the net amount 
only appearing in the outer column. 


3. Hach different date must be written in the date 
column, being followed by the name of the person, 
and beneath that the particulars of the goods. 


4. The name of the person must be boldly written, 
commencing close to the left-hand margin line, while 
the particulars of the goods should commence a little 
to the right of that line. This produces a good style 
of work. Carefully study the examples given on. 
pages 88, 90, 92, 93. 


5. A thin red line should be ruled hetween each 
transaction, across the page from the left-hand 
margin line, through the inner money column, but no 
further. Such lines keep each transaction distinct, 
besides giving a finish to your work. 


103. DEPARTMENTAL COLUMNS. Merchants 


‘who deal largely in a variety of goods require to know | 


the result of their transactions in each article. It is 


‘therefore necessary for them to keep a number of 


specific Goods A/cs. Both the Purchases Book and the 
Sales Book can, with great advantage, be adapted to 
the classification of goods, either by dissecting and 


summarising the various items at given periods, or by 


the more preferable Tabular or Columnar method of 
ruling additional money columns and classifying {the 


items daily. (See pages 92 and 93.) A Purchases 
Book may be ruled with columns to accommodate all 
the purchases of the business, including materials used 
in manufacturing, such as Oil, Soap, Fuel, Dyewares, 
Sundries, also Plant & Machinery, &e. : 


i 


The two methods in a Sales ‘Book would appear as. 
on this and the next page :— : 


SALES BOOK summarised. 


Led. || , : 
Date, Particulars Fol. || Details. Totais. 
Dr. 
1907 £ [s\d £ acd 
Sept. 1 Fred Long. 2 
5 Tons Manvers @ 12/- 3} -] - 
Bs 5 George Kaye. 
10,000 Bricks’ @ 20/- |} 10) - | - 
3 Tons Lime @ 21/- 3} 3] - 13} 3] - 
. 9 Clay & Co. 
5,000 Bricks @ 21/- 5) 5) - 
2 Tons Nuts @ IF *- (18) - 6} 3} - 
» 15 | Sykes Bros. : : 
50,000 Bricks @ 20/- 50} - | - 
10 Tons Lime @ 21/- 10/10) - 60)10) - 
» 18 |. Fred Long. 
4 Tons Engine @ 8 1/12) - 
2 ,, Manvers @ 12/- 1) 4) - 2\16} - 
» 23 | Shaw & Sons. = 
8 Tons Lime @ 21/- 8} 8} - 
ee rsd) Taylor & Fry. = 
20,000 Bricks @ 20/- 20) - | - 
= Tons Engine @ 8/— 8] - | - 
» Lime @ 21/- 5) 5} - 32) 5] - 
Lotales Spee = £127) 5) - 
Summary : Bricks A/c. ........ Crs. £8a be 
Coal A/e.......... Cree 44 
Lime sA/e. ss. ce Chern? (se ba 
£127 5 = 


Total 

Debit. Bricks. a 
~~ 1907 "| s sia] s) dl] ss) Sela. zi 
Sept. | 1| Fred Long. ; ; Be 


5 tons Manvers@ 12/- Sian call Baie 

™ -, 5| George Kaye. ee 
10,000 Bricks @ 20/- 10|-- | - |/10| - | - 4 
3tons Lime @2l/-|' | 3) 3) - 3} 3) sy. «am 

. | 9| Clay & Co. Bie 2 

5,000 Bricks @ 21/- 5) 5) = Sh Sy) - . te 
2tons Nuts @ 9/- - {18} - - {18} - hae 

_,, |15} Sykes Bros. i ibe 

; 50,000 Bricks @ 20/- 50} - | - 50} - | - ‘ 6 

10 tons Lime @ 21/- 10)10) - 10)10) - 


,, |18} Fred Long. 7 
— 4tons Engine @ 8/- 1}12} - 
By 2 ,, Manvers@ 12/- 1 ‘ 


,, |23) Shaw & Son. 


8tonsLime @ 21/- 8} 8} - I 8]Spe— % 
,, (30) Taylor & Fry. | 
20,000 Bricks @ 20/-) BO) =a) -71120). =a c= i 
20 tons Hngine@ 8/- 8] - | - 8| - 
5} 5} - 5} 5} - 


5 , Lime @ 21/- 


£||127| 5! - |[85| 5) - |14'z4) - |l27] 6] - 

| I. F. 20/L.F. 30/L.F. 40 
POSTING. The above form of a Purchases or Sales 

Book requires posting in precisely the same manner as 


directed in pars. 98 and 101. ‘The totals of the above 
columns would be posted monthly to the credit side of 
4 


the three separate accounts—Bricks, Coal, Lime, and 
the Ledger folio placed immediately underneath the 
totals, as shown above. Of course, separate A/cs. 
must be opened in the Ledger for each article dealt in, 
- so that the profit or the loss may be found thereon ; and 
after the insertion of the Stock on the Cr. side, the 
difference, in each account, being either a gross profit 
or a gross loss, must be transferred to the Trading or 


4 Profit & Loss A/c. . 


a 


JOURNAL PROPER. 


104. in practical work the Journal is only used for 
recording such transactions as do not come within the 
scope of the other books, such as Interest, Bad Debts, 
Depreciation, Reserves, Dishonoured Bills, Adjust- 
-ments, the purchase or sale of plant, furniture, &c. ; 
and for recording opening and closing entries ; although 


some business houses also prefer to journalise the totals . 


of the subsidiary books. 
The tota! of a Purchases Book would be journalised 
thus :—Goods or Purchases A/c...Dr. £570 5 -— | 
To. Sundries (Creditors) ..... £570 5 - 
and the total of a Sales Book thus :— 
Sundries (Debtors) ....Dr. £472 10 —- 


To Goods or Sales A/e......... £472 10 ee 


Of course, “ Sundries’ does not need posting, as 
each separate item has been previously posted to its 
personal a/c. from the Bought or Sales Book. . 


105. OPENING or STARTING ENTRIES consist 
of those items which form the B/S. or Statement of 
Affairs at the commencement of a business or a given 
period thereof. In Ex. 24 it will be seen that the open- 
ing entries consist of twelve items, totalling to £2418 
15 -, as shown in the example on the next page. Should 
the opening entries consist of Cash or Bank merely, 
then they would only require entering as Capital in the 
Cash Book, and not in the Journal at all. 

106. CLOSING ENTRIES are those which are 
made on balancing the books and consist of :— 

(a) The differences of the subsidiary Goods and 
P. & L. A/cs. which are transferred to the 
Trading A/c. or general P. & L. A/e. ~ 

(o) The differences of gains or losses of the various 
Property and Trading: A/cs. which are 
transferred to the P. & L. A/c. 

(c) The net difference of the P. & L. A/c. which.is 


transferred to the Current or Capital A/cs. — 


 (d) The net difference of a Current or Drawings 
A/c. which is transferred to the Capital A/c. 
affected. ; 


~ 


4 


” 


2 


JOURNAL for Exercise 24, Page 68. 


ASTOR QING SES Se + DY, 
SURED teraa oie nea ini op 
GOOG AC eis at wine hoe eT mn 
Alfred Wells ........ soe 
BtOQORB AE Oia 3 ean ss PS 
Charen Bond Sha he ee ra 

eEpy* BOM ass, 
To William Smith. !.). ee 
» Walter Rudd...... aie 
>; Martin =e Sameera oe 
tO ONDA DGS on ak, G 
» Capital we. (A. Pupil) 
(Total ef Opening Entries) 
—&) Bad Debts A/c... .. 2.2 Dr. 
To Charles Bond ....... 
27| Bad Debts A/e......... Dr. 
To Stocks & Co. ........ 
SO ORITARG. cols e secadte sec Dr. 
To Midland Ry. Coe 
caf antares Ayus: S.. . ot Dr.|- 
We Capital A/c.:. 3. 5.33 
Total of Journal .... 
4 Closing Entries as follows :— 
PO ae Sane ee Uae 
poi a AC NAC! Mats bosch = 


” 


Goods A/c. .. 


PRG Ee AO eae hin oie 
Bay nl a Wa a Dr. 


To Carriage A Ce ipsa nove 


EE ES Dr.| 


Discount Ale. 
OP. D: Altrs, 22cee sc 


P. & L. A/e, 
To Capital [OS arene saese ee 


i 


Ritecsitiata of Dr. 


( en 


Practical Exercise 26. 


From the following transactions compile a Purchases, wales, 
and Cash Book, after having studied paragraphs 86, 87, Oh 100, 


102. 
1907. ; $F aitst Roe we 
Aug. 1. Cashin hand ...............ss2000- +5. 1000 
» 2. Purchased from James Cecil :— — 
720 yds. Cotton @ 1/1 ....... 39 = L- 
672" 5.° Zanella @ 1/2:....<.3 39° 4 - 78 
>, 9» Sold to Ezra Jones :— 
80 yds. Zanella @ 1/6 ....... 6 - - 
36.5, Cotton @' 1/6522... 214 - 8 
», 4 Received from Alf. Scott, 336 yds. Sai Gee 7 , 
» 6. Sent to Edwin Fox, 48 yds. Zanella @ 2/-. 
So C8 Ss Paid ash tor Goods ba. ss aseueer eee i 
» 9 Bought of Jas. Cecil, 1000yds. Tapestry @3/- 150 
»» 10. Received Cash for Goods sold ........... Po: 
ppl Paid Wages:in’ Cash. cine. erie «aie siaslrere 11 
» 12. Sent to Ezra Jones, 100 yds. Tapestry @ 4/- 20 
ap ge Paid James CeGit.s rc eyerai teasers ore 78 
», 13. Received from Ezra Jones ........... aR 8 
» 13. Sold to Edwin Fox :— : 
20 yds. Tapestry @ 3/6 ..... £3 10 —- 
20 |, Zanella @ 2/- .:..+.- 2- - 5 
» 14. Received from Edwin Foxs.. 23... 2... : 4 
7 a lOn bought, for Cash, Goodscj.iease.aaiseiedeoeretens 57 
sp Os Paid Alfred Scotter. tistet tion ote eeeuckersees 79 
oo Lise Paid Fames2Cecil 2g. .ccarete eters okie aie wilt core whos 
571. = Goods Sold’for Cashis..ccc-c «+ eon ak aeeens 6. 43= 
» L7. Bought of James Cecil :— 
1290 yds. Shirting @ 2/6 ...£161 5 —- 
138° ,, Cretonne @ 10/6.. 72 9 — 233 
pls. ~-Hzrad Ones Paid IME! weiss eevee ete eaten 20 
» 19. Purchased from Alf. Scott, 384 yds. Diaper 
L/D tee hess ee ele oe nraeras SUSE ans 24) 
, 20. Sold Edwin Fox, 20 yds. Tapestry @ 3/6.. 3 
», 21. Paid Cash for Goods svaielece thre: chat tment re Momence 65 
seo a Cash: Sales. a. ct is ac ecco’ hence See eee 45 
toe ald A lired::Scottunsmnn sere cote eee 27 
$5 Oa OIA WAG OR 5... o's. era oleteeea earns ste eeee aero 9 
», 26. Handed James Cecil Cash ............00- 233 
» 27. Bought of Alfred Scott :— 
168 yds. Worsted @ 7/- .... £58 16 —- 
84> ;, Satin @ 10/-........ 42 - -— 100 
» 28 Bought) Goods for'Cash: <..2..90 ss ocnle ene 67 
» 29. Sold to Ezra Jones :— 
80 yds. Cotton @ 1/6 ......; £6 - - 
20 3, Worsted @ 7/6 i.2..; 73) 0M eal oa 
5 29. Received Cash from Bawin Ox ence ator nae 
»30.. “Sold Goods-for Cagh . osc). caus « sos aes 53. 
37 BOM mala Rents Sans ce wes kee ee ee Bio pees) 
Paid Trade Expenses (Sundries) ........ Saeed 


Stock of Goods, £781 10 -. 


» 


: 
4 
: 

: 

3 

: 
; 
4 
; 

’ 

_ 


SS a) ee 


107. After ering Exercise 26 in accordance with 
* pars. 88, 98, 101, prepare a Trial Balance, in which do 
not forget to include the totals of Cash Book, minus the 

balance. When the Cash A/c. was in the ordinary 
Ledger you always included the totals in the T.B., and 
although this a/c. is now in a separate book the totals 
must still be included in the T.B., in which all accounts, 
wherever they may be kept, should appear. In prepar- 

ing the B/S. don’t forget to include the Cash in hand. 

The following shows both forms of a Trial Balance:— =» 


(1) Total postings to the ledger ; not used in business. 
(2) Differences of the postings ; business method. 


Trial Balance for Exercise 26. 


(4) Totals. (2) Balances. 
Ledger A/cs. 
Dr. Cr. Dr. Cr. 
é £-\s./d.|| £ £ |s.jdij) £ (s.id 
Cash. vise eevee || L215 (17|.- 883 332 | 7| 6 
Capitalcicices sss 1000 1000 | - | - / 
Goods’ ........|| 906 {10} 6 229 677 | 3 
Tide Expenses.||. 77 |15) - 77 \15}- ||, = 
James Cecil ... 461 |18/- || 461 |18 
Alfred Scott....|| 107 |.-|- 207 |16 100 |16) - 
Ezra Jones .... 42 | 4 - 28 |14 13 |10; - | 
Edwin Fox .... 13 |16| - 13 |16 
Totals agree. .!£2825 | - | 682825 | - | 6421100 /16| - £1100 |16) - 


Dr. Profit & Loss A/c. for qveast, 1907. Cr. 
a } 
1907 mi. jes pioedl a ra £s. da 
A 81 |To Trade Exs, A/c. iE: . - ||Aug y Gross Pro 
ea 81 seer: PROFIT sy 6 from Goods A/c.| 104 6 6 
£104 6 6 £| 104 6 6 
! or —— 
4 Ex. 26. Balance Sheet on 3lst August, 1907. 
$ c Sh 
- Liabilities. £ s.d, | Assets. 
| SOOtEt: cacepeltsaccesest-<v 100 16 - || Cash in hand 
a apes Stock of Goods. 
re CAPLET A Tosaaeicscevivesssecsosses 1026 11 6 || Ezra Jones 
sy : £) 1197 7 6 
[nate soe en | % 
‘4 a ; 


98 
108. RETURNS and ‘ALLOWANCES have to be 


dealt with in almost every trade for a variety of reasons. 
Errors and Omissions occasionally arise in all business 
houses, and when these occur in connection with the 
packing of goods or making out of invoices, they 
must be remedied by one of two methods. The com- 
monest mistakes consist of sending short quantities and 
overcharging either in price, calculation, or casting. 
Where the mistake is discovered within a day or two of 
the dispatch of the invoice, a letter of apology should be 
written, enclosing a corrected invoice, the original’ one 
being cancelled. Where, however, the mistake is not 
discovered until the records have passed through the 
books, it will be necessary to remedy the error by proper 
entries, and to send a Credit Note to the customer. 


On the examination of goods by a customer he 
sometimes finds the whole or a portion of them to be 
unsatisfactory, the principal causes being : damages 
in manufacture ; inferior to sample in quality, weight, 
colour, or composition ; damage in transit through 
imperfect packing ; too late for the market, etc. 


Occasionally a trader being out of stock of the exact 
class of goods ordered, will venture to send those of the 
nearest quality in the hope that they may suit the 


purposes -of his customer, who, of course, is entitled to 
return them. 


109. Many businesses use crates, tins, boxes, 
barrels, packing cases, sacks, in which to dispatch 
goods. When these empties are charged for they are 
usually returnable by the customer. 


On account of the cost of carriage incurred - in 
returning defective or other goods, the seller often 
proposes that the buyer shall keep them at a reduced 
price, and if agreed, the seller forwards the buyer a 
Credit Note giving particulars o< the allowance made. 


110. Goods sold to a customer are entered in the- 
Sales Book and the amount posted to the debit of his 
a/c., therefore when he returns any goods, or an 


allowance is made in respect thereof, it is necessar 
that the customer should be credited. ge 


When goods are sold an Invoice, setting forth full 
particulars as to the quantity, quality, and price of the 
goods, is sent to the purchaser. An Invoice is 
practically a debiting document, and the words Debtor 
to might well be substituted for the customary words 
Bought of, printed at the head of every invoice. It 
follows that when goods, so invoiced, are returned, or 
an allowance is made in respect of them, a document 
having the opposite effect of an Invoice should be 
made out. That document is known as a Credit Note 


- and is a statement, usually made out in red ink, sent 


by the selier to his customer, the debtor, showing the 
particulars of an amount in respect of which he is 
being credited. A Credit Note is like an Invoice in 
form, the chief difference being that the words Credited 
by instead of Bought of d&ppear at the head. The 
following Invoice, Credit Note, and Ledger A/c. will 
serve to illustrate these common transactions :— 


(INVOICE). 
ale Heeley, 
SHEFFIELD, Ist July, 1913. 
Mr. Henry Wilson, Leeds. 
Bought of THE UNION BRASSFOUNDRY CO., LTD. 


: £2 8.-d:; Seuss Us 

Brass Telescopic Floor Lamp, No. 63.. 22782 %- 
Do. do. ms Pa 3 15 

Do. do. vars OU es § - - 
Brass Curb Suite, No. 522.........+-. 7.10 - 
Do. MO apg DADs erosive be.cte.e 12..- - 
Brass Umbrella Stand, No. 750 ...... 1 oar 
Do. do, in MEL oreo oleiexe 1-5 = 
Folding Fire Screen, No. 602 ....+.-- 810 - 
£41 8 - 
Trade discount 50% ..| 2014 - 

Ps —__—_—_—_—| £20 14 - 


100 
(CREDIT NOTE.) 
; Heeley, 
SHEFFIELD, 12th July, 1913. 
‘Mr. Henry Wilson, Leeds. 
Credited by THE UNION BRASSFOUN DRY CO., LTD. 


£48) dy) = ho.8 ad: 
Brass Telescopic Elcor Lamp, No. 63, 
returned, not having been ordered..{ 2 8 .- 
Brass Curb Suite, No. 523, charged at 


£12,instead of £10 ......5.5.0200- 2 - - 
« —_— 
£4 8 - 
Trade discount 50% .. 2 <4 
| £2°4 - 
(SALES LEDGER.) 
Dr. Menry Wilson, Briggate, Leeds. ” Cr. 
1913 ; Bee 1913 Ses EF. s.|d, 
July 1! To Goods .... edhe ‘[ pay 12 |By Returns, &c.|, 2 4p 


| 


customer, or in respect of which any allowance is 


agreed upon, are called Sales Returns or Returns 
Inwards, because value comes in. 


_ Goods bought but returned by you to the seller, or 
in respect of which any abatement is agreed upon, are- 


called Purchases Returns or Returns Outwards, because 
value goes out. : 


When Returns and Allowances are few in number, it 
is the practice in business to enter Returns Inwards, at 
the end of the Sales Book, and Returns Outwards, at 
the end of the Purchases Book. ~ When more numerous 
separate books must be employed. The ruling of the 


Returns Books is precisely the same as t 
Purchases and Sales Books 8 that of the 


you to the purchaser. After the entr 
and checked the Credit Note should 
ink and forwarded to the customer. 


Yy has been made 
be made out in red 


111. Goods sold but returned to you by your | 


Wehbe di ea 


PL fe 


& 
f 


ee yy 
‘ 


i 


vif 
. 


Poe <% 


A 2. 
oa 


eR Ye 
¢# 


% 


a? 


a8 ie . <2 w / 
= 1 


Posting. As the transactions recorded in this Returns 
Book make the individuals named therein creditors for 
their respective amounts, therefore post the amounts to 
the Gr. side of their respective personal a/cs. in the 
‘Sales Ledger and enter the: Date, By Returns, Fol., 
Amount. The total representing Goods returning 


inwards must be posted to the Dr, side of the Goods or 


Sales or Returns Inwards A/c. by entering: Date, 7'o 
Returns, Fol , Amount. 


. Onbalancing, the total of the Returns Inwards A/c. 
must either be debited to the Trading = or deducted 
from the Sales. 


RETURNS INWARDS BOOK 
of The Union Brassfoundry Co., Limited. 


i. 


: } Led. 
>> Date, Particulars, es Details. Totals. 
te ‘ 
1913 : LP ys(d.i) £2 -\s.id. 
July 12 | Henry Wilson, Leeds. . 
Brass Telescopic Floor Lamp, 
No. 63, returned, not having 
been ordeted ., «fe -saseitess 2 | 8) - 
Brass Curb Suite, No. 523, 
charged at £12instead of £10 2/-|- 
" 4] 8 - 
Trade discount, 50% Q| 4 - 
——|—|—|| 2 | 4 - 
,, 24 | John Smith. 
Folding Fire Screen, damaged 7\-\- 
Trade discount, 50% 3 |10} - 
——|—|—|| 38 10) - 
Bales A/c. ov —|—|— 
: Returns Inwards A/je...Dr. £5 14) - 


(GENERAL LEDGER.) 


Dr. Sales A/e. or Returns Inwards A/e. Cr. 
1915 £45. d, 
July 31 | To Returns for : 
July as per | 
Returns 1.B,| B14 = a 
Ay, 


102 


113. The RETURNS OUTWARDS BOOK contains 
particulars of Goods returned by you to the seller or 
vendor ; also particulars of allowances made by the 
vendor to you. 


Posting. As the transactions recorded therein make 
the individuals named debtors to you for their respective 
amounts, you will therefore post the amounts to the 
Dr. side of their respective personal a/cs. in the 
Purchases Ledger and enter the: Date, To Returns, 
Fol., Amount. 


Seeing that this Returns Book contains particulars of © 


Goods which are being returned Outwards, you will 
therefore post the total thereof to the Cr. side of the 
Goods or Purchases or Returns Outwards A/c. by 
entering the: Date, By Returns, Fol., Amount. 


On balancing, the total of the Returns Outwards A/c. 


must either be credited to the Trading A/c. or deducted 


from the Purchases. 
RETURNS OUTWARDS BOOK 

of Crowther & Jones, Woollen Manufacturers, 

; Led. 


Date. Particulars, Fol. 
Dr. 


Details, Totals. 


& |sjdi| £ {s.ld, 


May 4 | Sykes & Go. 
(2834) Black Serge, invoiced 
29th April, 3 yards short @ 2/6 7| 6 
(3946) Blue Vicuna, invoiced 
29th April. Defective finish. 
bO yards (@.4)2 oe pve 11 }18) 4 


+» 16 | Beaumont Bros. Kea 
(3701) Fancy Tweed, invoiced 
12th May, wrong pattern, 58 
yards @ 2/8 


eeereeccean 


sietisree 7 |14) 8 
» 27 | John Haigh, — 
(5110) Black Worsted, invoiced 
22nd May, Overcharge of 2d. 
per yard on 48 yards........ 8 
Purchases A/c, or : 
Returns Outwards Aj/c.. Gp, |” £20! 31 6 
enc. ; mares | | 


LN i lta lal ll el a 


+ 


es TS Aah a 
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(GENERAL LEDGER.) 


Dr. Purchases A/c. or Returns Outwards A/c. Cr. 
1913 q . £ |s.Jd. 
May 31| By Returns for May as per 
Returns O:B. ...... 3) 6 


114. Smali Allowances are frequently left to be 
dealt with on settlement of account, in which case the 
amount allowed is generally entered in the Discount 
column of the Cash Book, instead of being passe 
through the Returns Books, : 


115. Undercharges may arise in entering the prices 
of goods on an Invoice, as well as in undercasting. 
‘Such mistakes, if discovered too late to be remedied by 
a Corrected Invoice, may be rectified by a Debit Note, 
which is a statement, in the form of an Invoice, sent to 
a customer, the debtor, showing particulars of an 
amount in respect of which you are debiting him. A 
Debit Note is really an additional or supplementary 
invoice, therefore full particulars of the difference 
debited must be recorded in the Sales Book, and posted 
to the debit of the debtor in the Sales Ledger, in the 
usual manner. 


(DEBIT NOTE.) - 
625 Cheapside, 
LONDON, E.C., 20th June, 1213. 
Messrs. Owen & Dew, Wakefeld. 
Dr. to Charles Mee & Co., Limited. 


To Undercasting of Invoice, dated 13th June ......-. £ 10 


(SALES LEDGER.) 


Dr. Owen & Dew, Wakefield. Cr. 
1913 | Si4si oon 
June 13 | To Goods......-- 115|16 


»» 20 


', Debit Note | 10 
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116. TRADINGTA/C. is merely another name for 


a Goods A/c., except that the latter has been used for 


the purpose of posting the various transactions direct, 


while a Trading A/c., like a Profit & Loss A/c., is only | 


prepared when balancing the books. Reference to 
page. 18 will show that one of the objects of a Goods 


_ A/c. is to display the Gross Profit realised, and this is 


the object of a Trading A/c. In all but the smallest, 
businesses it is usual to subdivide the transactions 
relating to Goods and to keep separate a/es. for the 
Opening Stock, Purchases, Returns Outwards, Sales, 
and Returns Inwards, transferring the totals of these 
five a/es. on balancing, together with the Closing 


Stock, to the Trading A/e., in order to ascertain the ; 


Gross Profit. This practical method is required to be 
adopted in working some modern Examination Papers, 
and is illustrated by the following a/cs. :— 


Dr. Stock Account. Cr. 


1913 £4 1918 
June 1 | To Balance b/f. ..| 800 June 30 | By Transfer to 
— Trading A|c.| 800 
— 


Dr. Purchases Account. Cr. 
= — : 
1913 £ 1913 
June 80 |. To Sundries as per June 30 | By Transfer to 
Purchases Book| 250 


490 : Trading aes 


Dr. Sales Account. Cr. 


; ei Tiras £ | 1913 
une 0 Transfer to June 30) By Sundries as per 
Trading A|c. _ 460 Sales Book 460 


—— ee oe ee 


Dr. : Returns Inwards Account. — Cr. 


7 


1913 £] 1913 
June 30 | To Sundries as per June 30 | By Transfer to 
os Returns 1.B,| 42. Trading Alc.) 42 
: ae 
a Dr. _ Returns Outwards Account. Cr. 
3 < 
é 1913 | £} 1918 = &» 
£ June 30 | To Transfer to June 30 | By Sundries as per 
A Trading A c.| 23 Returns O,B.| 23 
~ ae Alec 
zs 
%, Dr _ Trading Account for June, 1913. Cr. 
= 
y _ 1913 , £ | 1913 £ 
if June 1 | ToStock b/f. ....| 800] June 30| By Sales.... £460 
: » 30] ,, Purchases£250 Less;Returns 42 
Less Returns 23 f ——| 418 


——= ‘80 |=, otock cif. or . fc 10o 
» 30} ,, Gross Profit 
af carried to 

Pp sa Lt Ae: 


£ 


117. The Proprietary or Nominal Accounts are 

often a source of trouble to the* beginner, who will find 
4 it helpful to remember that such accounts are really one . 
account, subdivided for the convenience of the Proprie- 
tor, in order to enable him to ascertain certain financial 
; results of the business. All the Proprietary Accounts 
are, in theory, the Capital or Personal A/c. of the 
; Proprietor, to which the final results of all those sub- 
i divisions are transferred on balancing the books. If all 
the items composing the various Nominal A/cs. were 
| posted direct to the Capital A/c. the result would be 
precisely the same as that arrived at by the ordinary 

methods, as shown by the following example :— 


) 


« 


Dr. 


EO: Carriage’ ice desien 


Wages® eis ceeseie 
Corn & Foedder.. 
Rate 
Insurance ... 


5 

Gaseecanewnslecee 4/5 
Paintinesinvececie SE tale 
Bad Debts .... 183 | 2 
Depreciation <<, |) 90" 7 
Drawings ...... 150 | - 
BALANCE c/d..} 4124 |17 
£| 4652 | 6 

Sas re = 


By Balance b/f..... 
;, oF ront-on,; Fort... 
», Profit on Sherry 
+, Interest 
+ ELDISCOUNE c gretclors 


eeevee 


£& 


By Balance b/d.... 


4652 


4124 


wes Gh et eh ee. Pe a re ne 
Y : : 4 = ? < s a 


118. In business, as well as in working the practical 


method of modern Examination Papers, the items in 
the above theoretical account would first appear in their 


separate accounts as shown below, followed by their . 


transference to the Profit & Loss A/c. for ascertaining 
_ the Net Profit, which would be carried to the Cap. A/c. 


Dr. Carriage Account. Cr. 
1907 £& |s.|d.J 1907 £ |s.\d. 
Sep.30) To Bank ......| 13 | - | - |Sep.30| By Transfer to 
—— |= P.&L, Afe,|13 | -|- 
Dr. Wages Account. Cr. 
- £ |s./d, 
By Transfer to 
Profit & 
Loss A|c.| 20 | - | - 
20 | -|- 
Dr. Stable Expenses Account. Cr. 
1907 s.|d.} 1907 £ |s.id. 


Sep.25| To Cash (Corn 


& Fodder) 


7 |10| 6 


P.&L. Alc,| 7 110) 6 
a oD 


. \ 4 Wee 
ee ee) ee ee ee a a Ke en ee pe 


= 


: or. eed Rates & Taxes Account. 


d.J 1907 } 
|Sep.30; By Transfer to 


1907 £ |s. 
Sep.29| To Cash ......| 27 | - 


~ Dr. Insurance Account. . > 


1907 
Sep.24} To Cash eeoeee| 


P.&L. Alc. 


= Sep.18) To Cash By Transfer to 
: (Painting)..| 23 Profit & 
w» 18} ,, Cash (Gas).| 4 | 5 - Loss A[c. 


—_ S27 ba > £ 


Dr. Bad Debts Account. 


a+ £ |s.\d.J 1907 

Sep.28| To Ernest Sep.30) By Transfer to 

Hooley ..| 183} 2| 3 PL.&L.A[c. 
————— 


Dr. Interest: Account. 


1907 
Sep.30| To Transfer to 
PL&L, Alc, 


By Bank.....- 


By Sundry 
Creditors as 


Sep.30} To Sundry 
: per Cash Book 


Debtors as per 
Cash Book.. 

», 80) ,, Transfer to 
P.&L. Ale. 


Dr. Depreciation Account. 
1907 
Sep.30} To Premises .. - ‘Sep, 80) By TVindtoe to 
,, 30| ,, Furniture.. Profit &  . 
spe OU legs, LLOTSES acters Loss A[c.| 95 | 7 - 
£ - £| 95 | 7 - 
oF 
Dr. Profit & Loss Account for the month of Sept., 1907. Cr. 


; i : £ |s.jd 
M0: Cartiage cscs sc0 6. By Gross Profit from 
tp ENV AQOSH rats erenie pons Trading A/c. :— 
,, otable Expenses .. POrt Giessen BARB 9 
,, Rates and Taxes .. SHELLY “s0 0002) AoA) 4 
71, LNSULANCE NG wies-emes pe UMtOPeSt....a2 citereetewi te, LOW OnE 
», General Expenses... ne Discount. wasjewec el oO Zee 
1 Bad Debts nas sic ==, 
», Depreciation...... 
oN PR OLR ete 
transferved to 
Capital Account of 
Thomas Turner... 
& £| 643 5] 6 
Dr. Proprietor’s Drawings A/c. Cr. 
| 
1907 | £ |s.\d.} 1907 £ |s.jd. 
Sep. 1; To Cash ......| 100) -| - Sep. 30 By Transfer to . 
tp lita Cashtiennisc eOO lene Capital AJc.| 150) - | - 
£| 150| - | - e| 150| -|- 
Dr. Capital Account of Thomas Turner Cr. 
1907 £ |s./d.t 1907 & |s,/d. 
Sep.30) To Drawings ..| 150) - | - Sep, 1) By Balance b/f,/4009) 1) 3 
», 30) ,, Balance cfd. .|4124|17]| - »» 30} ,, Net Profit 


£/4274)17| - 


for Sept.| 265|15| 9 


£ 4974 17| - 


By Balance b/d./4124,17) - 


i > ee ed 


a 


4 ; 4 ? ‘ ) ‘i 
* Practical Exercise 20. 


” Purchases Book contains 4 entries. 
Sales Book contains 4 entries. 


rf 


Page 44.) 


Total £34 16 -. 
Total £32°11 -. 
Cash Book has 5 Dr. and 7 Cr. entries. Balance £401 19 2. 


¥ ; : 
_ Journal contains the Opening Entries only, £568. 
_ Post the Journal first. Thé Cash £283 13 8 in the Journal does 
not need posting as it is already in the Cash Book. The 
Capital £283 13 8 in the Cash Book does not need posting 
as it is included in the £543 in the Journal. 
; Trial Balance. Totals. Balances. _ 
iT. cs ha Cr. 
eh es PE ite di MB. de Semen: 
LY a a 442 5 4 AD... 6 2 401 19 2 a es 
Capital A/e........ 543 ~- — 5438 -— = 
Rees Stock Ajo, oo. 250 6 4 250 6 4 
me Purchases. A/c. .... 5518 - 55 18 - 
‘ pales Afe. 2.2... | 18% 18 8 ; 181 18 8 
oa Trade Expenses A/e. 13> 4.52 Sent? 
Field & Co......... 816 —- 816° - 
a Cassell & Co. ...... 1412 - 1412 - 
eee. George Allen... .., ah Ther 11 8 - 
en) Henry Gill .. 8... % 18:0- 718 - = aes 
! Thomas Gee ...... 30 f= =| 305s = 
~Harry Frost .....: 25 - = 25% = - Sela car 
' Henry Hoole ..... ; 413 - | Biwi. c = She Ts 
ae gi 834 4101 834 4 10 759 14 8 759 14 8 
> Practical Exercise 20a. (Page 46.) 
i ‘ \ 


Journal contains the Opening Entries only, £2855. 
Purchases Book contains 2 entries. Total £603 5 —. 
Sales Book contains 5.entries. Total £263 11 8. 

Cash Book has 8 Dr. and 6 Cr. entries. Balance £444. 


Trial Baiance. 


CRSDEA OS spre 


Stock A/e.......... 

+ Purchases A/e. .... 
Sales. A/e ~........ 

A Wages A/e. ....... 
e.) Trade lixpenses A/c. 
ie Soames & Co....... 
Broughton & ©o. .. 

a Samuel Fletcher ... 
James Ramshaw .. 

: Edward Booth .... 
George Taylor..... 


~ £ 


Totals. Balances. 
Dr. Cr, Dre SC: 
hapa F Lop att call Lon Saeed, Series 
1019 5 -- 575 5 — 444 -— — 
& | 2155 - —- 2155 - = 
2000 - —- 2000 — - 
603. 5 - 6038. 5 = 
863 42) 2Sei - 863 11 8 
21°56 = 21 5 —- 
4 - - 4 - ~ 
400 - - 769 8 - 369 8 
150 - - 533 17° - ‘ 383 17 = 
200 10 — 100 - - 100 10 —- 
150 11 8 109. 5 .- 41 6 8 
85 - = 85 - = 
132 10 .- Oke = 22 10 = - 
4716 6 8 | 4716 6 8 || 8271 16 8 | 3271 16 8 


ae 
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Practical Exercise 20b. (Page 47.) 
Journal contains the Opening Entries only £468 19 7. 4 
4 ; 2 
Purchases Book contains 4 entries. Total £88 2 3. . 
Sales Book contains 8 entries. Total £36 2 6. : a 
Cash Book has 9 Dr. and 10 Cr. entries. Balance £191 5 7. j 
Trial Balance. — Totals. Be gee a 

s £ s.d. & s.d. gs. d £ s.d \. 

ashi AlO.wcccctvcctecasqesscscscbeve? 863 611] 172 1 4 191 5 7 

Capital AJC. cccsesssessece Seei : 800 - - 800 - - 

Stock Aj ciicssccascosstvevaczee «|| 238 4 8 2388 4 8 
Purchases A/C.......cceeee0 se-|| 104 6 6 : 104 6 6 
PSalestAOilscascnseseoeesras vans 151 9 3 151938 } 

Trade Expenses A/c... 1517 6 1517 6 
Henry Stephens ........ 88.19 2 74 1 2 85 =-2.<- . 
Hayden & Co. ........ sade 48. 5 9 49 3 9 5618 - FE 
Millington & Co...... “8016 8] 89 8 9 58 12 6 ’ 
Charles Town .......- eee 2618 5 44 8 2 L979 ; 
Seth Whiteley ..... 17-12 -3.) > 19-19" 418 2 ] 
Edwin Wilson ..... 20 4 8 14 2 8 6 2-- 4 
Norman Kaye ..... |} 20 - 10 1118 4 8 2 6 ; 
Frederick Davey........ cae 413 6 413 Se : 

Walter Richardson..........:00+ 71 10 7:17:10) sos. 
&|| 9382 310| 9382 310 568 11 6 568 li=6 


Practical Exercise 21. (Page 61.) 


: 
Journal contains Opening Entries only, £610 6 2. 
Purchases Book contains 5 entries. Total £113 2 -. 

: 
Sales Book contains 5 entries. Total £92 17 -. : 
Cash Book 2 columns. See pars. 89 to 94 and key on page 84. 
4 
4 


Trial Balance. : Totals. : a Balsaiiae 
Sm Sede £25. & s.-d. & s.d. 
590 19 10 | 486 9 4 154 10 6 
400 14 -| 14115 - |) 25819 .- 
575 10 2 575 10 2 
175 -- = 175 - - 
116 9 - 1146 9 - 
° 188 3 8 - I 
Trade Expenses .,....sccseseesees 2215 4 2215 4. Poe 
Hicldj&; © Ontecrs canseavansecctsccesss 816 - 2516 - We. 7 
George) Allens,...cccssssceccccsrsees 98 - - 2710 - -10 - ¥ 
Cassellity Come ena... 8412 -| 9419 - 10soo 
Thomas Ge@ic.jccctisstteccacescces 45 - - 45 - - ome fa 
Henry Hooletc-cccccasceccccitecce 514 - 514 - ei boars 
George Grace viccccsccscescccscess 299 2a- - 29 <-e 
Edwin Harticecnsdeneteccderes 6110 - 98. - -|) 8310 - 
£|| 1568 10 2 | 156810 2 790 18 10 | 790 18 10 
—————— 


Practical Exercise 22. 


“un 


Cash Book has 9 Dr. and 10 Cr. entries. 


(Page 62.) 


Total £748 17 6. 
Total £143 10 8. 


The only Opening Entry being Cash no Journal is required. 
Purchases Book contains 6 entries. 
Sales Book contains 3 entries. 


_ Totals. Balances. 
Trial Batance. Dr, Cr. r. Cr. 
$ a Sends Sasi PGMS rit. £ s.d. 
Cash AJc. 2474 10 6 | 240710 - 67 - 6 
Bank A/c. 2320 - - 4915 - || 2270 5 - 
Capital A/ 2000 - - 2000 - 
Purchases A/| 761 7 6 761 7 «6 
AES TA [Gur ccacncsecawe 558 1 2 558 1 Q 
Trade Expenses Aj “4415 - 4415 - 
incé & Co, 1 - + 190 - 
Coop & Co 40 - -| 27717 6 237 17 6 
| ae Land 215 - - 215 - - 
odd & Co. - - 10.=0"= 44 - - 
George Webb 89 10 8 16 - - 13 10 8 
£|| 5784 8 8 | 5784 8 8 ||. 320018 8 | 820018 8 


———————— 


Practical Exercise 23. 


(Page 65.) 


Journal for Opening Entries and last transaction in the Exercise. 


Purchases Book contains one item only, £56 16 -. 


Sales Book contains 4 items. 


Cash Book (3 columns). 


Total £149 8 


See pars. 95, 96 and key on page 86. 


Post Journal first, except first 2 items, which are already in the 
Cash Book. The first Dr. line in the Cash Book, showing 
the balance brought forward, does not need posting. 


¢ 


Trial Balance. ae Totals. : Fee . 
E eae: &. sid. #£%s. d. is. d. 
CASHVATO: Peciscccsisvesnseasesetoe «|| 20110 -| 162 8 6 39 6 6 
Picnic IA | Cirrawescsuecsonsnsscevennaaesa 527 8 -| 19710 -|| 82918 - 
Capital AfOmset pactsestescstesssvesy 702 15 - 702 15 - 
Stock A/s. . 850 10 - 850 10 - 
Purchases Alc... 124 6 - 124 6 - 
Sales A/c. ..... 993 8 - 223 8 - 
PRterest: A/C sivecesavscnaceesedvecenss 215 215 - 
Discount Aji “ceecsscsecenccasesese pe geet 5 = 819 - 
Trade Expenses “Alc. Ry 87 3 6 87 8 6 
Penn & Co..........00 105 - -j| 11414 - Qld 
Thomas Aller ,. 8i 2 - 50 = - 31 2 - 
Arthur Carr ..... 6511 - 8016 - 24 15 
DWV alter GIL sic sacccacsesgenceevs-s0e 48 5 .- 48 5 - - oe 
£ 989 16 -' 93916 - 


“4534 11 6 | 1584 11 6 
ee ee ee 


~ 


Practical Exercise 24. (Page 68.) 

Journal. See key page 95. Total £2544 13 5. This total does 
not include Petty Cash, for which a separate book is kept 
(see page 68). ; , 

Purchases Book contains 2 entries. Total £570 5 -. 

Sales Book contains 5 entries. Total £597 10 -. 

Cash Book has 15 Dr. and 14 Cr. entries. 

Petty Cash Book has one receipt and one payment. 


Trial Balance. a Totals. a ee 
£ s.d. Bisa. £ s.d. < Jsrd. 
Wash A] Givsisatetsceeessameriosscessss 1071 - -|° 64511 - 495 9 - 
Bank AlJe. ...... .-|| 1898 15 -| 930 2 - 963 18 - 
Petty Cash A/a: “ys 4.710 -12 2 
Capital A/c. 1857 14 —- 1857 14 - 
Stock A/c 755 —-- = 755 == 
Purchases A/ 890 5 - 890 5 - 
Sales A/c. .... ae 1008 - -/|| | 1008 - - 
Carriage A]o.  secsssceceocssecorss 41.14 5 4114 5 
Bad Debts AJc..... See 95 - - 95 .- = 
Interest A/c. ....... Ran 714 - Bb:e< 49. 
Discount Aes. ci .ccesadessceseaees 815 - 418 - 138 - 
Trade Expenses A/c...... sae) 86 8.10 86 8 10 
William Smith........... 100 "=: (=) 135-2 = 85: 
Walter Rudd.... 165 = - | ‘165. =>- sos - 
Martin Kidd. 200 - 759 - 659 - - 
ion Ballsccccseusees 80 - - 80 - - soe oe 
idland Railway Co 23 4 «5 23 4 5 
Alfred Wellss...... 99115 -| 28815 - Boy - 
Stocks & Co........ 340 -.-| 340 - - oo. 
Charles Bond ........ oS 7 - - 70 - - ti ge Ss 
Henry Bell..........:. we|| 178.10 - 50 - - 12810 - 
Caleb: Brett, ccs.tecsscssrevecreece 90 - - 90 - 
£)| 6864 17 3 | 6364°17 8484.1 5 | 8484 1 5 


N.B.—The theoretical Trial Balance of Exercise 24 totals to 
£6979 17 3; on account of the items below :— 


Alfred Wells .. £166 15 — £1G3L152 = 
Stocks & Co. .. 180 - —- 180 - —- 


/ 
Practical Exercise 25. (Page 73.) 


Journal. No Opening Entries ; but the items shown in par. 79 
must appear, and 2 additional transactions. Total £1570 6 8. 


Purchases Book contains 2 entries. Total £314 10 —. 


Sales Book contains 7 entries. Total £402 10 9. 
Cdsh Book has 16 Dr. and 18 Cr. entries. 
Petty Cash Book has one receipt and one payment. 
The £1500 paid for the business of J. Exley must be entered 


in the office column of the Cash Book, thus :—‘‘ By John Ezley, 
£1500.” 


’ 
—- se) Sete @ 


entered in the Purchases Book. 

Invoices in respect of Sales are either press-copied or 
earbon-copied on sheets of uniform size for filing ; the 
date, name of purchaser, and total net amount only 
being entered in the Sales Book. } 

Credit Notes are similarly copied, numbered and 
filed; the date, name and amount only being entered 
in the Returns Book. i 

This Slip System is a great time-saver, reducing 
clerical labour to a minimum, without sacrificing any 
of the advantages of scientific Book-keeping. The 


kei Se a Le Teen I Yor Bee Rew Pare ees ts 
oy. ah > ey ers Nad bond > 
ae aie Ts r 
ce. : Totals. Balances. 
: : Ex. 25. Trial Balance. mn cr et ANces: Cr. 
: Guay ae sd. ae scdal Sos.d 
BR? Cash AlO.cc-aisscsgesses eeeeerscsta! 2436 14 8 | 239716 6 || 9817 9 
i Bank Ale, fttncc.cart 79411 1| 246 7 6|| 548 3 7 
| __ Petty Cash AJo.......s.100 oe 30-0 Ne 8716.06 28 6 
A. Pupil’s Capital Ajo. ......... 1004 3 4 1004 8 4 
w A, Pupil’s Drawings A/c....... 20 = 90 - - 
- L. Pupil’s Capital A/e. ......... 1004 8 4 1004 8 4 
L, Pupil’s Drawings A/e....... ie ssh 20 - - 
wy SEO vA Chora ccs enc achaweeneaaecencean 956 - - Ny ele es 
: Purchases A/c. “I 81410 - 314 10 - 
es Sales AJc. ....... . 507 5 - 507 5 - 
: Goodwill A/c... 00°"= - | + BG as 
Carriage A/c... 290 5 °- 20 5 - 
Bad Debts A/c. G2 Ss Giese 
° Wages A/c. ... 16- - 16: Ses 
Interest A/c. ... 8 6 8 pes baa 6 5 F 
‘ Discount A/c... 129 9 810 - 819 9 
& Trade. Expense 18 5 6 18 5 6 
-. Tree & Co 97410 -| 31410 - 40 - - 
= John Exley ...... 1500 - -|1500 - - = a 
4 Benjamin Dean SES =.8 30 - - Q1 - 
= Howe & Co. w.... 985 5 3| 11115 2/| 17310 - 
; Clifford Pears 107 6 7 24 16'S 7 83 - - 
George Peel ... 938 - - 98 - - Vana 
Samuel Giles || 102 10 9 45 - - 57 10 9 
Oliver Helm ......s:00cce-sserese-e- 113 8 -| 118.8 - Fane 
ell aio 8 - | 7410 8 - || 955511 8] 255511 8 
Be eee 
119. PRACTICAL BOOK-KEEPING aims at 
~ _ recording all the monetary facts of a business so as to 
arrive at accurate results with the least possible amount 
of labour. In small businesses it is still customary to 
enter all the details of transactions in the Purchases, 
3 Sales, and Returns Books, but in larger and well- 
conducted concerns the entry of such details has long 
since been abandoned. In the case of Purchases all — 
the invoices received are filed and numbered : the date, 
~ name of vendor, and total net amount only being 


1 LAS 


S., oe wy 
= f 4 ee te oe 


{4-002 3he e 


following Exercise, worked out in full, thoroughly ‘ 


illustrates this practical method. 

Candidates for Examinations must, however, always 
comply with the Instructions on the Examination 
Paper, and insert all details in the various books, unless 
authorised to omit them. 


Practical Exercise worked out in full. ; 
Henry Mitchell and William Pollard started business in equal 


July 3. Bought from H. Haigh, Goods ......... £235 -— — 
» 4. Sold to Charles Cook, Goods ........... 163. -— — 
» 7. Bought Filing Cabinet for cheque ....... 20 - - 
» 9. Paid Henry Haigh cheque £475, Discount 25-— — 
» 10. Paid out of Office Cash for Stationery ... bi=3 6 


», ll. Paid Wages out of Office Cash ......... 26 -= — 
» ll. W. Pollard withdrew for private use by 

chequescst sioner. Shoe aise ee 10 - - 
», 13. Returned to Henry Haigh, Goods, being of 

inferior Qaalty <2. 45s, Resa oe ee 8 8 - 
» 15. Sold to David Dawson, Goods .......... 185 10 ~— 
»» 16. Drew from Bank, Cash for Office ....... 20a 


being equal to sample ............... 3 0- - 
» 21. Bought of Walter White, Goods......... 48 -— — 
» 22. Sold to Charles Cook, ‘Goods=.< ==... 5 49 3 = 
», 23. Drew from Bank, Cash for Office ....... 20 — -— 


» 25. Returned to White, Goods of inferior quality 116 — 
» 25. W. Pollard withdrew for private use by 


account, and paid direct into Bank ... 100 — 


$058 Fo eKe 0) 6 10rewe. ore ee aeep ele iets 


(eet 
» 31. Paid Carriage A/c. by cheques ..a, see 16 8 8 
», 31. Paid Sundry General Expenses out of Cash 3 6 8 
» 31. Depreciation of Freehold Premises ...... 210 = 

ize 


—e es ee 


I 


JOURNAL. 


31 


31 


31 


31 


81 


31 


31 


31 


31 


31 


31 


31 


Cash in hand).....c.ccsssetescas 


Charles Cook..... 
David Dawson ..... 
To Henry Haigh... 

wx Walter White —......s.sseesccenees 

») H. Mitchell, Capital A/e. ...... 

» W. Pollard, Capital A/c. ...... 


Total of Opening Entries 


Depreciation APG, caccrettacava sieve Es 
To Freehold Premises ..... 
», Furniture & Fittings ............ 


Srrrrrsy 


Closing Entries as follows :— 
Prading Af. 0... ac Dr. 
To Stock A/c.forStock onist July 

SE RAGIE AlCe Seccceveyscanenccses=autase Dr. 
To Purchases AfG. ........-seeeee00s 
for balance transferred 


Returns Outwards Aje. ...... BaeDE- 
PB GuE TAGE AlO. Vesnexcaccreoscvres 2a0 

- for balance transferred 

Bales AJOm co-ccecasccvccesacqeovese COLES 
To Trading Ajc. ......... Syatscexcere 
for balance transferred 

Trading Af. sic.cs-vesssseswore=es, “DT. 
To Returns Inwards A/c. ........- 
for balance transferred 

Stock AJG. ......c.resseeee eastehcovaneee Ls: 
To Trading Ajc. ...... iecessorssanne 


Trading AJ. .......sc-esss-ssevvveeese Dr. 
To Profit & Loss A/C. ....0--.-+-0++ 


Profit & Loss A[C.......-sessesssseenee DF. 
To Carriage A/c. .. 
yy Wages A/c. «s+. 
1, Stationery A/c. . 
1, Advertising AJC. ......cssssses 
», General Expenses AJc......... 
1 Depreciation A/G. .....-.s..000 

for balances transferred 


Discount A/c..........- Tasceses dan Dts 
To Profit & Loss A/c. ..... corp 
tor balance transferred 


Profit & Loss A]G. .......secerereres: Dr. 
To H. Mitchell, Capital A/c. ... 
W. Pollard, Capital A/c....... 
for Net Profit transferred 


W. Pollard, Capital A/c. .........Dr, 
To W, Pollard, Drawings A/c. 
for balance transferred 


” 


Total of Closing Entries. 


for Stock on 81st July! 


for Gross Profit transferred||. 


d. 


19 


124 


£3035 


»om'orgwp 


bw 


spabrd ce \ x ee 4 SE eal, = ay ee 
Mee * oa 
; \ 16 
Purchases Book. 
1914 ; Cres} £ Spiked 
July 3 Henry Haigh eeeerresececes 235 ~ = 
+7 2k, | Walter White .a.0. fe scen te: 48 - - 
Purchases Ale. Pre rrres ee £283 - | - 
\ 
Returns Outwards Book. 
iA 
1914 : Dr; £ Saaiua: 
July 13 |*Henry Haigh i. ..sccescoees 8 8] - 
120. {> Walter White~.,.s<ccteshons 1 16] - 
r Returns Outwards A/c..Cr. ‘£10 4-| - 
Sales Book. 
Ee: 
1914 : Dr. Y Sielods 
July 4 Charles Cook ............. : 163 - - 
iy. LO) | David Dawson’.c,c ee enue 185 Oss 
1 244s Charles Gook-= anes eee ees 49 Boise 
SalesyA/G ts ws wera lee Ole 00 (ages ele 
Se 
Returns Inwards Book. 
L.F, 
1914 ' Cr, £ s. | d. 
July 20 | David Dawson .............. 3 -|o- 
»» 29+) Charles Cook ...5..00000.2. at - - 
, Returns Inwards A/c... Dr. £4 Bie 
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Dr. Henry Mitchell, Capital A/c. Cr. 
8. d 1362 ie err J iy 1| By Bal bit. 1300 eG 
July 31 | To Balance c/d....... uly y Balance -»-/1300] - | < 
td i » 91] ,, Halfshare of Net 
PROS oie erepels §2) 3} 2 
4 
£/1362| 31 2 £/1362| 3] 2 
OLA e ONT ONS 
Aug. 1| By Balance b/d. ...|1362/ 3! 2 
Dr. William Pollard, Capital A/c. Cr. 
1914 : s.jd.7 1924 £ | s./d. 
July 31 | To Drawings .-....... 20|-|- | July 1) By Balance b/f. ...|1300) - | - 
» 31} ,, Balance e/d. ... »/1342) SLs pois 5s Half share of Net 
Profit: pci 62) 3] 2 
* gltgea| af 2 £11362) 3] 2 
— nny 
Ang. 1} By Balance b/d. .../1842/ 3) 2 
Dr. William Pollard, Drawings A/c. Cr. 
; ; 1914 
1914 & \s.jd.] July 31 LNBs 
Puly1t |e TO. Cash, a. creas 10} - | - By Transfer to 
BS OD iter nOaSh wn, areal 10} - | - Capital Aje. .| 20) - | - 
bs | 201 -|- s| 20|-|-) 
eae 
Dr. Freehold Premises A/c. Cr. 
1914 £ |sid 1914 , Se8./da = 
July 1) To Balance b/f....... | 600) - | - | July 31} By Depreciation .. 2/10 - 
» 381) ,, Balance c/d. ....} 59710} - 
seas SSIES H ee an 
£} 600] -| - | 2] 600| - | - 
Aug. 1] To Balance b/d....... | 597/10) - 
Dr. . Furniture & Fittings A/e. Cr. 
1914 £& \s.ld 1914 £ | s.ids 
July 1} To Balance b/f....... 100} - | - | July 31) By Depreciation ... 1| -| - 
7 5, Filing Cabinet . 20) - | - Sales », Balance efd. ....| 119} - | - 
| £| 120) - | 
To Balance b/d | 
Dr. Stock A/e. — Cr. 
1914 e |sla.) 1914 | £ |s\a. 
July 1) To Balance b/f.......| 900|-|- | July 31) By Transfer to ‘ 
= Trading A/c. .| 900 
ne ae ol 
Aug. 1} To Balance bff... eee es} 980/- | - 


8 il, ee ie ks hk 


Purchases A/c. 


d. 1914 : & 
July 31 | By Transfer to Wen : 
; Trading A/c. | 283) - | - rns 


s. 


: & 
To Sundries as per 
Purchases Book. .| 283} - | - 
- ¥ Soe 


Returns Outwards A/e. Cr. 


1914 s 
July 31| To Transfer to : 
7 Trading Aje. ..| 10 


Ss. 


. 


a.| 1914 | | elses: 
July 31 | By Sundries as per ; = 
. Returns 0.B.} 10 ) 4) - 


= Dr. : Sales A/e. Cr. 
1914 € |sja.f 1914 £ | sd. 
July 31 To Transfer to July 31 | By Sundries as per : 
—_— Trading Ale. ..| 397/13) - Sales Book) 397}13) - 
C 
4 Dr. : _ Returns Inwards A/c. Cr. 
a £ |sid.] 1914 & | sid. 
BS. ‘uly 2 =o Sundries as per July 31 | By Transfer to i 
Returns I.B...| 4 | -|- Trading Aje.|_ 4)-}- ° 
- (SSS 
> ~ Dr. Carriage A/c. ; 3 Ss Cr. 
s.jd. & ce d. 
To'Cash’.. 2%. <5 Peta 16 | 8) 3] July31| By Pranefer ie 
LT, Aje. | 16 | 8 3 
= a 
¥ Ff Wages A/e. Cr. 
~ as & |s.\d.} 1914 - £ | s.id. 
5i NOS OF SS ances aie 96 |-|- | July 31| By Transfer to g 
WC A Sline sabe stone's ois 3 28 | -| - P.& L. Alc, | 52 |-|- 
£52 | - | - - 252 |-]- 
Stationery A/c. Cr. 
re -- 4 ee a, aa os gana £ \s.ld. 
er Caelly eacucc ew er 3 uly 31 |. By Transfer to 
wis Pee Pe bE Asati SPS B 
=. Advertising A/c. Cr. 
3 - 
ee 1914 ; e ie d. Ee a Fae fi t £& | s.Jd. 
Ju PRIN “ao SaQC SC Dee i DP = u sane er to 
: July 18 | To Cash . i | Ye y De Te Ale. 45l10) - 
.  —= | 


" it~ 
3 120 = 
; 
: ; C P 
Dr. ; Discount A/e. Te ; 
; a 
; ; 
aoe E pa a July 31 By Sundries as per aie te ’ 
x 7 ‘ 0: 
Se ae eee Gauk Hookia pan disap aers . Cash Book! 87 |12) 3 
31 Transfer to ; 
x a ele L. Ale. . 
Dr. General Expenses A/c. Cr. 
1914 £ ANE Pie bere ‘atin fi & |sijd. ; 
brett: ess aie nue | =o 8] Jw y Transfer 
purer |-Fo Cash : P.é L. Aje...| 3} 6) 8 
Dr. Depreciation A/e. Cr. 
1914 £ |sja.} 1914 £ |sJd. 
July 31| To Premises ..... n-.| 2 110) - | July 31 | By Transfer to 
a9. Od Lys, Burniture <..eteee leo he [em P. dé L, Afe...| 3 }10) - } 
£3 $10) - £37)10} - : 
Dr. Charles Cook. Cr. 
1914 £ | ssid. 1914 : Sel side 
July 1) To Balance b/f....... 164) 9) - | July 24| By Cash.......2.. 156) 4) 6 
wee kel, Mt OOO Swen cis-< ats 163} - | - 9. 2A 4, DISCOUNbis ce cs 8) 4) 6 
Fem souiens |G OOUSi tats Seaeniets 49} 3} - iY Ole e see CASI ie eee 100} - | - 
og) 0. | je AROTOINNS ie cam os 1} -|- 
; » 31] ,, Balance cfd. .... 111} 3} - 
£| 376119) - are é 
| —— Sooo 
Aug. 1/ To Balance b/d....... 111) 3/- . 
Dr. David Dawson. = Cri 
1914 £ |sjd.) 1914 £ | sla 
July 1; To Balance b/f....... 549) 3) 2) July 11) By Cash .......... 190} -|| - 
jae UD risa GOOUN ware tae «| 185)10} -, $90 Lal Sse ISCOUMME ye vous | ~10] - | - 
ay, 0 se kr ER OOUIIIAS ere eee - Ble] = 
MeO 5 TORS iie coronene | 200} - | - 
} = », 31} ,, Balanceecld..... 331/13) 2 
£| 734/13) 2 | &) 734113 2 
| toe 
Aug. 1| To Balance b/d....... 331/18; 2 


toad £ |sjd.] 1914 
Bovly * To ceeiaetl STecristaleas.c es -| st July 1 By Balance b/f. 708 - fe 
tere ee aati ae Ril 
Mis, OF} 5, balance cfd... cs. | 434/15 
: 7 - £} 943) 3) 5 
-- |. Aug. 1| By Balance b/d. ...| 434/15; 5 
¢ 
=D 
j ja i Walter White. Cr. 
7 1914 : £ |\sjd.{ 1014 £,\8.1d. 
_ July 25| To Returns.......... 1/16; - | July 3 | By Balance b/f. ... 250 12| 3 
Meese 27 |. 2, Cash... cal... s on 238} - | - a ete GOOds att elee 48| - | - 
men; af | ,, Discount ........ 1212) 3 . 
me, 32) ,, Balance cfd... ....|,\ 46) 4) - : 
~-g} g98i12/ 8 s} 298/12) 8 
Aug. 1] By Balance b/d. ...| 46; 4 - 
: Trial Balance, 31st July, 1914. Dr. Cr. 
S28: 0: & |s.id 
sister ery ee alele + avalae ad siete cite its Wate Gare ste eAnis 4/19/10 
UNS siete citi ie pre ad me are-sldels ofea rad eae. s -,.|| 1040 19] 9 
Henry Mitchell, Capital A/c. ............--se00 1300 | -|- 
William Pollard, Capital A/c. ..........2 eee eee 1300 | -| - 
William Pollard, Drawings A/c. ..........-2.+5-- 20 |-|- 
Freehold Premises A/c. ....-.0 -seeresceeeereees 597 |10, - 
Furniture & Fittings A/c. 20.0... eee nee eee eee 119 |-|- 
BEOGIE Af Os daa ctetnts cag alee ce cigs oS ele sw ieve's selene vip ayefe 900 | -|- 
Purchases A/c. .........+-- etcccs Hakegyicer alae ese 283 |-|- 
Returns Outwards A/C. ......- cence eee eee ecee 10 | 4 - 
SES ALO Ret ans itd tie wove si sietes Me es cg ORT OLN s|| 897 113) - 
: Returns Inwards A/e. .......ce eee cere teeter eee 4)-|- 
@arrinsevA (Cs cece ctw: wncist lies seas s ab ee 16 | 8 
Wales A]Oct oc carla cyeclea cs vente nr meee ne tele seas 52} -]- 
SS EATEOMOEY A/C. cmp wie svete uaetays oe piacele a mm'-\0 o hieie resi oi 4 5 | 3 
Advertising A/e, 2.2.0.6 sees reece erst tenes 15 {10} - 
MISC OMIM GA Gan orks a evs ic euch e eal ore ein iace sheen wie nie ree 19 | 79 
General Expenses A/C... 62.002 cece eee eee eeee : 3 | 6 8 . 
Depreciation A/C. pi... cece ee ect ee eee teens 3 }10) - 
Gharles COOK . 00.50. ct cee cee tees erate es eeas 111 + 3p- 
David Dawson 26.0. cc sce cc cee ecw ere rcenenes 331 |13) 2 
Henry Haigh ........--2ec cece eee e ese eereeaes 434 15) 6 
Walter WHIt@.: vic csc + vce of rcwees + sles way sieinesie 46 | 4\- 
g|| 3508 | 4| 2/|¢3508 | 4) 2 
————= | 
‘ ] 
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Trading A/e. for the month of July, 1914. 


Dr. 
yuly. k go0| 2 BL Bedale f geey ee 
Pym | UE ONS POC Kayes craters tetecte : uly ¢ y Sales . ; 
ogi », Purchases £283 — ‘Less Returns4 —|| 393)13} - 
LessReturns 10 4)| 272)16) - 
— FO eee LO C Wate aren 980} - | - 
» 31] ,, Gross Profit | 
carried to ees 
P. & L. Afe. || 200)17| - 
£//1373113) - # gzait3l- 
Dr. Profit & Loss A/e. for the month of July, 1914. Cr. 
2 £ sd. £ (sja 
TO: Catrlagers.tecpeeret seas 16; 8 3 By Gross Profit from 2S oes 
PER Wiae eS anata aio ioe oe 52) - Trading A/c...... 200)17)- 
7p SUAtIONCLY. seem «nicest e 5) 3 ReDISCOURE hie.c.crnueem 19} 7| 9 
* jae chet oBoputoe sos 15)10} - ie 
», General Expenses ..... 3) 6 ; 
>. Depreciation .......... 310) - : 
», Net Profit transferred to | er 
Capital Ajcs. i | 
H. Mitchell £62 3 2 
W. Pollard 62 8 2) 124) 6) 4 = | 
£| 220) 4] 9 £| 220) 4) 9 
} 


Balance Sheet of Mitchell & Pollard, on 3lst July, 1914. 


Liabilities, £ | s.d. 
Sundry Creditors :-— 
Henry Haigh :.£484 15 5 
Walter White.. 46 4 - 
————| 480/19] 5 
cea — 
. Mitchell ..£13800 - 
Add 4Net Profit 62 3 
S 1362} 3) 2 
W. Pollard ...£13800 -. - 
Addi NetProfit 62 3 % 
£1362 3 2 
Less Drawings 20 - - 
1342|~3) 2 
£/8185} 5] 9 


Assets, £ | sid 
FreeholdPremises£600 - - 
Less Depreciation 210 - 
—————| 597)}10) - 
Furniture&Fitt’gs£100 - - 
Add eS 205 <=5 
i120 eIe =e 
Tess Depreciation 1 -- - 
——_——_—__ 119} - } - 
Stock of Goods ........... 980] - | - 
Sundry Debtors :— : 
Charles Cook..£111 3° - 
David Dawson 33113 2 
———_—_—_| 442)16) 2 
Cashinhand ..£ 4 19 10 
Cash at Bank .. 1040 19 9 ; 
a —————— 1045/19) 7 
£/3185} 5) 9 


‘ Practical Exercise 27, (Tabular.) 
“This exercise, as well as the next, is adapted from Elementary 


_ Examination papers set by the West Riding County Council. 


- 


me OF IT we 


i 
~~" 


erie sid ff fs ow we ee RT ee ok Wed Rae 


_ Compile tabular Bought, Sold and Cash Books; also Journal. 
Post and complete Ex. (see par. 103). Separate A/cs. will, of 
course, be needed for Tea, Sugar, and Coffee. (See page 30.) 

On Ist April, 1907, the Books of John Alvey (myself) showed 
the following Dr. Balances :—Cash at Bank, £960; at Office, 
£48 10s.; Tea, £400; Sugar, £150; Coffee, £150. Walter Bell, 
£50; John Taylor, £45; Office Furniture & Fittings, £80. 
April 1. Bot. of J. Gray, Tea, £20; Sugar, £40; 


; SRUOREOO SE 24a «wes « aoigeierc Mieracaeanses cea ote Sake 84 - - 

» 2. Purchased of Wm. Wilson, Tea, £80; Coffee, 
BS Noe RE roe re ee ee 125 - - 
5 Received from John Taylor on A/e. ..... 20 - —- 
es Patt mtoeBank (90) 4. ccs en epise cess 60 - —- 


Sold.to Thos. Mason : Tea, £40; Sugar, £56 96 

Bot. of James Gray : Tea, £20; Sugar,£27 47 —-— —- 
Sold Chas. Jones: Sugar, £27; Tea, £20.. 47 - —- 
Cash Sales, Tea, £15 ; Sugar, £19 ; Coffee, £12 46 - — 
Sold to Thomas Mason on Credit : Tea, £80 ; 


‘ 
$090 GO". OO toa Se Sole Ge 


Sugar, +20 > Cofiee,- £20.46 222. ce ess 120 - - 
$5 Paid: Cash for Repaits .. . ccsi kos eae ~6 5 - 
Paid Fire Insurance Premium .......... 1 - - 


Paid Cheque to. James Gray, £80; Dis. £4 84 

» 10. Reed. from 'T. Mason: Cash, £90; Dis. £7 97 -— —- 
.» 12. Paid Cash to James Gray... 0.02. e seen 50 - —-.. 
moet) Paid Into bank (90). oo. siete amine 2 one .80. —- = 
;, 14. Bot.of J.Gray,Tea£40 ; Sugar£26 ; Coffee£35101 -— ~ 
» 14. Sold forCash, Tea £10; Sugar £12; Coffee £8 30 - —- 
15. Reed. Cheque of Charles Jones, £41; Dis6—47-- — = — 


» 15. Deposited in Bank (90) w.........-.-55 70 - - 
» 16: Bought of William Wilson: Tea, £80; 

Sugar, £20 :<Cofiee, £4072 Ho. ctic cee ees 140 -— —- 
ies LG — Paid: ‘him on Ale. by Cheque, £95; Dis. £5 oe - - 
» 17. Withdrew from Bank (90) .........++--5 - 


» 17. Pd. Cash fér Office Files & Copying Press(81) a 1 
., 19. Reed. of John Taylor, Cheque in settlement 25 
» 19. Paid same into Ba nloe 2 wee scenes 25 
» 20. Sold to Charles Jones : Tea £100 ; Coffee £20 120 
» 21. Cash Reed. for Tea£19 ; Sugar£23 ; Coffee£10 52 
» 22. Reed. of C. Jones, Cheque, £110; Dis. £10 120 


aL I TOD) asl Pate Ny 


> 22. Paid in Banke... cece ee cee cece teens 140 - 
,, 24. Sold Thomas Mason : Tea, £35 ; Sugar, £27 ; 
CORSO PLL ws ccs cet ee cies eee es s 74 - - 
,» 26. Walter Bell pays me a first and final divi- 
dend of 13/4 in the £ (95a) .........-. 
» 27. --Tea of the value of £50 destroyed by fire. 
+ “Walue-of Insurance... cis ces cee eee es - - 
(Royal Insurance Co. Dr, £25, Loss by Fire 
Aje. Dr. £25, to Tea, £50) «1... . es eee eee 
» 27. Paid into Bank. .....6..eee rs cereenes we 40s: == 


5 
Apl. 28. Cash Sales: Tea, £11; SUgaT £998 acne £20 - 
» 29. Recd. Cheque from Royal Insurance Co. 25 a 
{$=729-> Paidiinto Banke ce tee Wao mantle cee 50 -— — 4 
», 30. Drew for Private Expenses by cheque (78) 10 — — 
» 30. Paid Sundry Expenses in Cash .......... 16 - - 
9) 80, <Raid Wages by Cheque: x... tin seine cles ll - - 
» 30. Rent due to James Shaw (Rent Dr. To J. 
Shaw) ...... fgcoose oes teeta ee ee ete . 410 -— 
», 30. Depreciation of Office Furniture, etc. (82). 6 - - 
», 30. Charge Interest on Capital (71) ......... 10 - —- 
Stock of Tea, £380; Sugar, £100; Coffee, £258. 
Ty 
Ras ial Balance. Totals. Balances. 
eee pee Dr. Cr. Dr. Cr ‘ 
£2 s..di £o:s. d. rs sds &-s. d, 4 
Cash A/c. 2.2.06 aeetae ededseddacasecad 585 16 8| 52515 - 10 18 F 
Bank A/e..... eoee|| 1425 - -| 216 -° - || 1209 ->- ; 
Capital A/c........... aeae 1893 10 - 1898 10 - 
Drawings A/c. ..... jeecsevssseereees|] 10 -  - 10 - -| 
’ Stock A/c. :— 
ace |S 400 - - 
se 5st Rees 
as ThO?- ee 
Bag 940. == 
- io ees 
aire us 
880 - - g80 - - 
198 =. 121985 o's 
82 - - @2 -=- \ 
Office Furniture & 9210 - 6 - - 8610 - 
Wages A/C. ......6005 ll - - 5h Renee 
Bad Debts A/c. ....... 1613 4 1613 4 
= Depreciation A/c. .... 6 = 5s (caer 
Interest A/c. .....00... 10>- - 10 - - 
Discount A/c. .....cseesee00 ties] 2oa Basa er 1s ~* 
Trade Expenses A/c. ............ | oT15 - 27.15. 
Loss: by Fire. A]c....0:.csccscssoees | PS Oi aah 
ee Shaw rte werehesdesses 410 - 410 - 
ames Gray........00 veel] 184 - =| 282 - #98. - =~ 
William Wilson... e/{ 100 - -| 265 - - 165. =. = 
Walter Bellec. cs cio: ccesscescccnes 50> aoe 50 - - ASS a 
ee Taylor isc: ae 45) va ce 45 eee seen’ 
oyal Insurance C 5 ge sas O85 Sas ieee 
Thomas Mason . +} 290 . - 97 - - 193.9= = 
Charles JONES. <.s:,.scessonsscssesers WOT sere oul LOT = = - os 2 
£|| 4190 15 - | 419015 ~|| 9816 - -| 816 - - 
=e Ee =a aa 


Practical Exercise 28. (Tabular:) 


From the Waste Book Entries of Messrs. Inglis and Glennie, 
Dyewood and Colour Merchants, prepare Bought, Sales, Cash 
Books and Journal. Post, prepare T.B., and P. & L. A/c. and 
B/S. The profits are equally divided. Separate A/cs. for 
Dyewoods and Colours. 

Jan., 1908. Cash at Office, £87 16s. 8d. Bank Balance, £500. 
Stock of Dyewoods, £1080 18s. 5d. Colours, £1286 6s. 9d. Office 


} 


125 - 
Furniture, £100. Horses & Waggons, ete., £180. Balances 
owing by :—Leslice & Co., £238 4s. 6d., Gordon & Jackson , 
£184 16s. 5d., Macdonald & Co., £216 9s. 8d. Balances due to : 
Morrison & Sons, £178 12s. 10d. Robertson & Cooper, £397 
18s. 5d. Byer & Sons, £387 183. 6d. Glasgow Aniliné Co., 
£153 16s. 9d. Capital: Robert Inglis, £1330 6s. 6d... Wilson 
Glennie, £1425 19s. 5d. j 
Jan. 1. Purchased from Rennie & Sons, Dyewoods £100 — — 
» 1. Sold Borthwick & Stewart :— 


. Dyewoods. .£31 ——; Colours. .£70 12 3—101 12 
» 3. Recd. Invoice from Glasgow Aniline Co., 

Col Quin sean sis ond cues oho ea ae: 235 15 

+ 5. Paid Rennie & Sons, cheque ........... 100 — 
» 6. Reed.cheq.of Gordon&Jackson,£8214;Dis. 2 2 
» %. Delivered (sold) to Baird & Sons :— 

: Colours, £66 9 5; Dyewoods, £51 6 — 117 15 
a eee BiG -Intowsamio( G0). eke. fs tense ~160=—= 
> 8. Paid Cash for Office Furniture (81) ..... 610 - 
» 8. Reed. Inv. of Rennie & Sons, Dyewoods 146 — ~— 
» 10. Pd.Robertson&Cooper cheq.£200, Dis.£20 220 — — 
» 11.- Consigned (sold) to Leslie & Co. :— 

Colours, £125 13 —; Dyewoods, £65 -——190 13 — 

;, 12. Reed. from Rennie & Sons, Inv. of Dyewoods135 5 — 

5, 12. Withdrew from Bank (90) ............. 40 - - 
Seitlicicy SERGE WEB OOR a, tre ag ty naconees aah lela Il 12 _ 
» 14. Invoiced (sold) to Henderson & Linton :— 
: Dyewoods £69 18 10; Colours £7166—141 5 4 
» 15. Paid Rennie & Sons, cheque ........... PAM Beta 
+» 15. Paid Cash for Horse Corn (Trade Exs.) 3.8 6 
-,, 17. Invoiced(sold)to Macdonald&Co.,Dyewoods 145 5 — 
» 18. Paid Cash for Railway Carriage ........ 8,-5.6 
» 18. Paid Cheque Glasgow Aniline Co., £146 3 - 

UBD PRETENCE Ir Be ey arte aere Pier eae aaa 153 16 9 
. 19. Sold Gordon & Jackson, Colours ....... 268 19 6 
, 19. .BoughtStationery fromAlex.Millar(Journal) 18 5 9 
» 20. R. Inglis withdrew cash (78) ........... 16 — — 
» 20. Reed. Leslie & Co., cheque, £134 15 -, Dis. 3956 

and paid cheque into Bank ........ ~~. 18415 - 
» 20. Invoiced (sold) to Gordon & Jackson :— 

Colours £160 7 —; Dyewoods £81911 241 16 11 
uae eich LOL Opalkse aac airee cies ocr oe ns 3 6a268 
» 21. Reed.of Macdonald&Co.,cheg.£211 1 -, Dis. 5 8 8 
», 21. PaidCheq.to Morrison&Sons, £176 3 -, Dis. 2 910 
» 21. Recd.Borthwick&Stewart’s cheq.£992-,Dis. 210 3 
» 21. Consigned (sold) to Boyd & Nesbit :— 

Dyewoods, £95 15—; Colours, £139 17 6—235 12 6 
» 22. Recd.Cheq.from Baird&Sons,£114 17 -, Dis. 218 5 
> 22. Recd.fromRobertson&CooperIny.ofColours’327 16 — 
js o22;- Withdrew. from. Banlk -. 25... 02. oe «elec 30 —- — 
. 22. Paid for repairing Waggons & Harness (81) 618 6 


» 22. Forwarded (sold) Leslie,& Co. :— 
Dyewoods. .£87 15 -; Colours. .£76 - -—163 15 


acre erey oor nrco 


ge i Oe, oy ae rene Mie 


> 126 


Jan. 22. Henderson & Linton paid Cheque £130 ; 

Dy Her ew (che teat eeer ee ae Nao tare s 

» 22. Paid 4 Cheques into Bank aR OD TOO 
22. Forwarded (sold) Baird & Sons, Colours. . 

5, 24. Morrison’s Invoiced to us, Colours ...... 


Rey. peel Br no lA WEvere cee sre GO ok auto me eon Oars 

» 24. Delivered (sold) to Gordon & Jackson, 
Coloties+r ries siserrerasweaes tlisaehee 92 19 11 q 

so WA: ~ Paid Rent. by: Cheques .vsccayscsissrtste ve sie 0s 25 - - 


25. Wilson Glennie withdrew by Cheque (78) 20 -— —- 
» 25. Sold to Henderson & Linton :— 
Dyewoods, £72 154; Colours,” £333 910—406 5 ; 
» 25. Paid A. Millar, Cheque £179-; Dis. 16/9 18 5 9 
,, 26. Received Cheque on A/c. from Boyd & 
Nesbit and paid same into Bank to-day 200 - - 


;» 28. Paid Fire Insurance Premium ......... 110 - 4 
, 29. Robert Inglis withdrew by Cheque (78) 20 - - . 
» 93l. Paid Sundry Trade Expenses by Cheque ll 3 - : 
» 3l. Recd. from Boyd & Nesbit dividend of 15/- ; 3 
: in the £ on £35 12 6, being bal. owing(95) 2614 4 ; 
Stock of Dyewoods £1050 10 ~; Colours £450 15 6. 
EX, 28, Trial Balance. eee Sos s = 4 
£ os. d. Se 'ssud-. Se Std; &5s, d. ; 
CaShvA/Gsn. sescesscuvscenstonteossses 822 5 -| 79318 8 98 6 4 4 
BADR AY Cin tecccthseosvedesedateeccs es 1549 15 -| 1067 3 - 482 12 - 
Robert Inglis’ Capital AJc. ... 1830 6 6 1330 6 6 : 
Robert Inglis’ Drawings A/c. BB - 35 - - 
Wilson Glennie's Capital A/c. 1425 19 5 1425 19 5 E 
WilsonGlennie’sDraw’gs A/c. 20 - - 20 . - z 
Stock A/c. :— a 
Dye WO .....sscevecersereoess 1080 18 5 1080 18 5 
ColoutSttarcs-tectnaccancsapsesee 1286 6 9 1286 6 9 7 
Purchases A/c. :— : 
Dyewo0ds ......cccssceresrenes 881 5 - 881 5 - 
GOlOurS 5. ccc accwanscacsvssoesee 64116 8 | 64116 8 a 
Sales A/c. :— 
DyewoodS cs. cccccscsstscsceces 100 5 1 700 5 1 
GOlOUP Si stave senvactornassccnss 1666 16 1 .1666 16 1 
Office Furniture Ajc. ......... 106 10 - 10610 - 
Horses, Waggons, &c., A/c. 180 - - 180 on 
Bad. DebtsiA]Gi— sves.ccssccccdsves 818 2 818 2 
CaEriage AlCia voscsscccesscosencsve 86<'6 8 5 6 
WAG CSA [Onteterassmesavascssaseacs os 83 17 8 83.17 8 
DisGountvAlGi.cctsdicvescasesessnss 1916 3 Sis 4 ll 41 
Trade Expenses A/c. .......6065- 69 14 8 69 14°38 
John Morrison & Sons ......... 178 12 10 | 256 17 10 78 5 - 
Robertson & Cooper ...........- 920 - -| 72514 5 605 14 5 
David Byer & Sons ........4... 887 18 6 387 18 6 
Glasgow Aniline Co, ............ 158 16 9| 889 12 5 235 15 8 
Alex Millar: ccihcsccectrsssecsrse «ss 18 5 9 18 5 9 aes 
Rennie & SOMS ......sssevccserssees 881 5 -| 881 5 - goss 
Alex. Macdonald & Co.......... 86114 8] 216 9 8 145 5 - 
Boyd & NeSDit .......csseessceseres 225 12 6| 23512 6 oe ge 
Andrew Leslie & Co.............| 59212 6] 188 4 6 454 8 - 
Borthwick & Stewart...... veel, LOL-12° 8 | LOU 1923 a45>>s 
jaws Baird & Sons ...... «|| 87816 7} 11715 5 261 1 2 
enderson & Linton... || 54710 6] 188 7 414 3 6 
Gordon & JacksOM ....cccsecenees “7188 12 9 8416 5]! 70316 4 
£//10203 - 9 |10208 - 91 6342 4 9 | 6342 4 g 


Pe FE ee ene a ed FP ae ee ee 
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Practical Exercise 29. (Tabular) 


Thomas Turner having had bequeathed to him the business of 
_a Wine Merchant, carried on by his late uncle, took’ possession 
a Ist September, 1907, when he found the affairs to stand 
us :-— 


Assets :—Cash, £86 14s. 3d. Bank, £1700 18s. 6d. Business 
Premises, £2000. Furniture & Fittings, £200. Horses, Carts, 
etc., £350. Stock of Port, £1140. Sherry, £980. Charles Gray, 
£110 Ils. Cd. John Heath, £64 3s. Od. Arthur Monson, 
£143 9s. 6d. Ernest Hooley, £206 10s. 6d. Fred Davis, 
£18 17s. 6d. Albert Boston, £83 6s. Od. Liabilities :—Timms 
& Co., £1273 11s. 6d. Geisler & Co., £723 1s. 6d. Perrier & Co., 


£1078 16s. Od. Capital £4009 Is. 3d., lst September, 1907. 


Sept. 1. Withdrawn from business by Cheque (78) sae == 
a Eee Sold Port tor: Cagiva es ie ais ahs oe 3 6 
» 2. Invoiced Charles Gray : Port £26 8 9 ; Sherry 34 3- 6 
3. Paid Cheque for Walnut Desk (81) ..... 28 -—- —- 
» 4 Reed. from Chas. Gray, £105. Dis. £511- 110 11 —- 
pe tae hata. Wages in Cashin cn :6 cs.sceh once 0.8 5 - - 
a et eG EO! DA nes sas ase we wie oe eS 180 -—- —- 
» 6. Sold Albert Boston, Port £4676; Sherry 2813 4 
» 7. Reed. from Ernest Hooley, £95. Dis. £5 100 -— -—- 
ee Tf. Sought-ot ‘Pimms-& Co5 Port. cecci3 diets 136 10 —- 
» 8. Paid them Cheque, £190. Dis. £10 .... 200 -— - 
» 8. Received Cheque of Albert Boston ..... 83 6 - 
» 98 Paid 2:\Cheques mto Bank .........5..< 178 6 = 
mae: ,wold-eherry for Cash tien: cece s 6 ates 13 10. - 
» 10. Reed. from Arthur Monson, £136. Dis.£796 143 9 6 
3, ll. Paid Wages in Cash.................-% 5 = - 
Py baal Inbolban kee Or... c oc sre stnclan ean Cems 136 - - 
», 13. Sold Ernest Hooley : Port £13696;Sherry 123 4 6 
>», 14. Bought of Geisler & Co., Sherry ........ 210 -— = 

_,, 15. Paid them Cheque on A/e. ............ 400 - —- 
» 16. Sent Chas. Gray: Port £83 10s.; Sherry 68 17 6 
» 7. Reed. from him Cheque £57. Dis. £3123 60 12 3 
Npew bo PAL VV AO ONicai acres sats ints os Sree Ss 5 - - 
»; 18. Paid Cash for Painting Premises (81) ... 23 — - 

Remar Same Ald Wash LOC Gag etree ticle vies Swit sts 8 4 5 - 
Pe LS. iC IME On aI Sa yo sor. sce ntee. oe Date cee ws 40 -—- - 

',, 20. Bought of Perrier &Co. :Port £109, Sherry 84 6 - 
» 20. Remitted them Cheque on A/c. ........ p00 = =— 
a ee Withdrew- from-Bank...02 <6. woe a 30 =—-=— 
= 2l..- Paid Cash for New Cart. (81)=.0.0..-.'. 32 10. - 
», 21. Drew Cheque for private purposes (78).. 50 —- - 
» 22. Sold John Heath: Port £846, Sherry .. 98 10 — 


» 23. -Sold Albert Boston : Port £198 186,Sherry 206 11 — 
» 24. Recd. from him Cheque, which paid into 
Bank to-day, £71. Dis. £4 - 10..... 75 —- 10 


he 
_ 128 
i 
»~ Sep. 24. Paid Fire Insurance Premium, Cash..... £4 5 —- 
> 24. Withdrew from Bank ........ Heo ie ae 40 - - 
9 a 20a Paid Wages: im, Cagith sic stl srestee ners 6 - - 
;, 25. Paid Cash for Corn and Fodder(TradeBxs. airs 710 6 
» 27. Bought of Perrier & Co.: Port £219 10; 
SHCPEY ge: teay fejstarrecnnen rer ee ore ee ei an 
eels Remitted them Cheque, £524. Dis. £5416- 578 16 - A 
», 28. Hooley compounded with his Crs. for 10s. in = 
the £. Recd. Cheq. & pd. it into Bank(95) ee 2 3 
» 29. Paid Borough Rate in Cash ........... - = 
» 30. Paid Rly. Carriage A/c. by Cheque. Sabra ee a - - 
», 30. - Interest allowed by Bank (92) ......... 10 5 - 
», 30. Charge Depreciation on Premises (82)... ° 40 - - 
OO! Ps A Furniture, etc. .. 17-25—- 
OOS BS 3 Horses, Carts,ete. 38 5 — 


Stock—Vatlue of Port, £1363; Sherry, £1096. 7 


Ex. 29. Trial Balance. * Totals. Balances. 
T. Cr. Dr. Cr 
£ s.d. Fer ets be hic Sad. £8005 
IGASRNAOie-cadiesccctesctesstecsectecrs 654138 9] 65216 6 117 8 
Bank A/c.. s/f 2499 11 9] 1875 - - 624 11 9 
Capital Alan secdeccesccecseaccenesees 4009 1 8 4009 1 3 
Drawings AJG.i.-...csccssssccsere feooff) LOO > Se ow 150 - - 
Stock A/c. :— 
POLES ei vcscscaccasgivecsevseonssess 1140 - .- 1140 . . 
Sherry. <..c00. Poancentarassnctanee 980 - - 980 - - 
Purchases A/c. : i 
POXUC. sseeaseaseeiaee duchabceueseey 465 - - 465 - - 
SHeevry - csysaecontessessesebestes 48715 6 487 15 6 
Sales fy eae : 
POr te. i< ccssseavebs oebaveseeense 584 3 9 684 8 9 
GROLEY cc... ccscscatestcorsvacceien: SS: 5738 9 10 5738 9 10 
Business Droeices AIC. esc0055s} | 2000. =-° 40 - -|| 1960 - - 
Furniture & Fittings Alc. Aca 228 - - 17.4 ~«~- 21018 - 
Horses, Carts, &c., A/c | 88210 - 88s 6. --. 844 5 . 
Bad Debts Alc, 183 2 8 188 2 3 
Carriage A/c. 1 - - i. .- 
Wages A/c... 20 - - 20 - - 
Depreciation 9 7 - 95 7 - 
Interest A/c. .. 10 6 - 10 5 - 
Discount Ajc... 95.18 4 6416, 89°25 
Trade Expenses A/ A 66 - 6 66° 6 
Timms & Co......... -| 200 - -| 1410 1 6 1210 1 6 
Geisler & Co... ‘| 400 - =| 9838 1 6 | 53838 1 6 
Perrier & Co. . : 1078 16 - | 1685 1 6 556 5 6 
Ernest Hooley . Rppaee 466 4 6} 466 4.6 cae: 
Fred Davis ....... enancetec ott 1817 6 1817 6 
Albert Boston.......ceccccoees ---|| 56316 4] 158 610 405 9 6 
Charles<Gray.cvaccsccteccsecacccans 323 10 9/ 171 8 8 152 7 6 
John Heaths occpasscctitesecsosteice 24619 - 24619 - 
Arthur’ Monson dissiesscocseccccsses 148 9 6| 148 9 6 -  eee 
3 —_——_} pede S nee 
£//12782 7 11 19782 7 11 7515 10 9] 751510 9 
Se 
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Practical Exercise 80. (Tabular.) 


_ Assets :—Cash £50 ls. 6d. Bank, ‘£864 7s. 6d. Tea, £800. 
Coffee, £350. Cocoa, £410. Brown & Brooke, £162 ls. 3d. 
Simpson & Sons, £124 2s. 6d. Carter & Co., £98 12s. 3d. 


- Bruce & Co., £172 17s. Od. Liabilities :—Colman & Co., 


£401 2s. 6d. Wilson & Sons, £103 4s. Ramsden & Co., 


£127 15s. 6d. Alfred Bailey, £215. Capital, £2185, 2nd Jan., 


ab 


’ 


- 


A ee OG 


oe. eee 


rae Ge} 


eet oil 


We 
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1909. (See lithographed examples at the end of the Manuscript 
Journal sold by the Author.) eetee 


Jan, 21 Reod. of Brown & Brooke, Cheque £158, - 


ew ! 


_ which paid into Bank. Dis. £413 ... £162 1 
jn, 2s old Carter & Co., Tea: ......: S110 ——— 
E Cocoa..£30 10 —; Coffee..£15 - -——155 10 - 
» 2. Pd. Colman & Co., Chq., £292 10. Dis. £710 300 - - 
» 2 Sold Smith & Ward, Tea .............-- 60 - = 
» 2. Sold Bruce & Co., Tea, £69 ; Coffee, £32 10—101 10 —- 
4, 3. Reed. of Simpson’s, £121. Dis. £326... 124 2 6 
» 4 Pd. Ramsden & Co., Chq., £125. Dis. £2156 127 15 6 
» 4 Sold Brown & Brooke, Tea ...£169 - — 
: Coffee 7h 6-240 — T= 6 
» 5. Bought of Wilson & Sons, Tea .........- 505 - = 
» 5. Paid them Cheque, £101 10. Dis. £1 14 103 4 = 
;, 6. Sold Simpson & Sons, Tea ......-..-65 . 260 - - 
», 6. Received their Cheque on A/e. for ....... 150 - - 
Be Ge PAG W ALCS oo oc wien oF was aetie eee we ote 5 - - 
» 7. Sold Brown & Brooke, Cocoa £60, Coffee£84 144 —- —. 
» 7. Sold Simpson & Sons, Tea, £125; Coffee, 
: £70 ; Cocoa, £27 10... 2. ese sees evece 22210 = 
.» 9. Bought of Ramsden & Co., Coffee ..... » 102 - = 
Sale a5 Colman & Co., 59 weve lel = 
6 


» ll. Reed. of Simpson & Sons, £105; Dis. £5.. 110 — 
», 12. Reed. of Brown & Brooke, £235. Dis. £876 243- 7 
» 14. Cash Sales to date, Tea, £280; Coffee, 


“£87 10 —; Cocoa, £90 ......2-.- eee 457 10 = 
», 14. Paid Wages in Cash...... Lessee ye aria 5 2 6 
» 14. Paid into Bank......... EIR ranaete aise ae 420 - = 
» 16. Pd. Colman & Co., Cheq., £225. Dis. £626 231 2 6 
», 16. Paid Cash into Bank ......2.+++eseeeee 600 - - 
,. 17. Bought from Alfred Bailey, Cocoa ....... 210 == 


7, Remitted him Cheque £207 10, Dis. £7 10 215 
»» 20. Sold Carter & Co., Tea, £111; Coffee, £65 ; 


(Sloyefals so 4 3)3 iii tac Soc 239 - = 
,, 20. Received their Cheque for ........+.--: ne 2062-25-6 
» 20. Paid into Bank........-.sseeeeeeeees .. 300 -— —- 
», 21. Paid Wilson & Sons, Cheque .....-++.6- 505 - - 
» 21. Paid Wages in Cash.......s2-.s0000- Acc fies, ae 
», 23. Bought of Colman & Co., @afiee-s css «c .. 1380 - - 


»» 23. Bought of Wilson & Sons, Tea .....+++++ 315 
E 2 


Jan. 23. Bought of Alfred Bailey, Tea .......... £200 - = 


» 24, Paid Alfred Bailey, Cheque £202; Dis, £8 210 -— — 


» 24. Sold Simpson & Sons, Tea ...... weve ee OO meat 
» 25. Sold Brown & Brooke, Coffee .. qseeceee 42° —- = 


». 20, Sold Carter & Co., Coffee ..s. 2... . le 45 - — 


» 26. Smith & Ward became insolvent and paid 
their creditors a div. of 10s. in the £, I — 


received and paid into the Bank (95a) 30 = — 


» 26. Sold Brown & Brooke, Tea ...... ae 60 - —- 
» 27. Received of Carter & Co., £107 sc Dis Sosa en eee 
>» 2. Drew cheque for@ashs.siscce aaa aie OOO Means 


» 28. Bought for Cash at Auction Sales :— 
Tea, £250 ; Coffee, £157 10s. ; Cocoa, £104 511 10 — 
», .28. -Paid Wages, Cash ...... Re a ame Sey 5 ea fee 5) 
» 31. Sundry Cash Sales to date : 
Tea, £154; Coffee, £61; Cocoa, £49.. 264 — — 
3 3l. “Rent due Landlord; . 2... <2. ae er Shaoe os 10 - — 


>» dl. Paid Rates ......... isis tb ese sate Sear § 10 —- 
»» 31. Paid Sundry Trade Expenses .......... 6252556 
» dl Paid into Bank chic ateok Oh ee a0 ee 


Stocks :—Tea, £730; Coffee, £381 ; Cocoa, £440. 


¥ \ 
Ex, 30, Trial Balance, oye, fee Cr. 5 ounaeee, = 
j Eee £os3-d} ears eos £35.40; 
9245 14 -| 991919 6]| 33 1.6 
2722 7 6 | 215810 - || 56317 6 ; 
2185 - « 2185 - - 
800 - - 800 - - 
850 - 350 - - 
410 - - 410 - - 
1270 - - 1270 - - 
519 10 - 519 10 
814. - - 314+ - 
1453 - - 1453 - . 
576 7 6 576 7 
320, - - 320 - - 
30. - - 30 - - 
G20 10 - 2010 ~- 
23 11 8 83 12 - 10 - 9 
220 12 6 2) 12 6 
531 2 6] 661 2 6 1380 - - 
608 4 -| 993 - 315.- -- 
Ramsdeni® Co, avtssrasssses 12715 6} 22915 6 102 .- = 
Alfred Bailey. dense eresteact 425 alain sie TOD uae ote 200 5 
Landlord lies scence 10. -.- 10 - - 
Brown & Brooke A 9| 405 8 9 246 - - 
Simpson & Sons 6] 884 2 6|/"97710 . 
Carter & Co. s.scsavaens 3] 866-2 6 171 19 9 
Bruce & Co. ..c..0a8 - } (274 7 . 
Smith & Ward......se. acess Shae 60... - = ee 
£//12603 17 9 |12603 17 9 || 5301 8 3 6301 8 8 


x 
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 & Co., £505 18s. 8d. Martin Bros., £606. 
Jackson, £1755. John Jackson, £1170. 


na 


’ 
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Practical Exercise 31. (Tabular.) 


Jackson Bros. (Robert and John) carry on business as Tobacco 


Merchants. 


Three-fifths of profits to Robert, two-fifths to John, 


‘ Assets :—Cash, £20. Bank, £2600 9s. 6d. Furniture & Fittings, 

_ £380. Tobacco, £700. Cigars, £510. Cigarettes, £263. Edward 
Wade, £212 12s. 6d. - Thos. Elliott, £113. Joe Parson, £128 6s. 2d. 
Alb. Kershaw, £50. Hy. Hirst, £300. Liabilities :—Ogden & 
Co., £190. Bell & Sons, £250 9s. 6d. Wills & Co., £800. Hignett 


Oct. 1, 


Fema oe lvoe nila ty a) 2/182) ca 


Be RESO) SP S20} 00/09: O0. ea ea 


pe 


Sold Edward Wade :—Tobacco.£20 6 4 
Cigars. .£50 10s. ; Cigarettes... 15 9 6 86 
Recd. from him cheque, £202. Dis.10 12 6—212 
Paid Cash for Stationery (Trade Exs.) ... 5 
Reed. from Henry Hirst, cheque on A/c. ..200 
Paid cheques into Bank .............++. 402 
Bot.of Hignett & Co. : Tobacco £42 10 6 


Cigars... .£96; Cigarettes .. 19 5 4—157 


Paid them cheq., £480 12. Dis. £256 8.. 505 
Paid Wills & Co., cheque on A/e. ........ 400 
Sold Joe Parson: Tobacco..... £30 8 —- 


Cigars. .£80 6; Cigarettes .. 20 10 ——131 
Reed. from him Cheque £121 18. Discount 6 


Paid cheque into Bank ......-....... 121 
Invoiced to Albert Kershaw, Cigars ..... 28 
Received cheque from him ............- 50 
Bought Cigars from Martin Bros. ....... 150 
Paid them cheque £285. Dis. £15 ...... 300 


Received cheque from Joe Parson on A/c. 43 
Pd. Ogden & Co.,cheque £180 10. Dis. £910 190 
Sold Cigarettes to Thomas Hlliott........ 18 


ee aiclaat outa loscg occ wie sista ake snevais’Sieesis 93 


Sold to Henry Hirst :—Tobacco £63 8 6 


Cigars. .£46 10; Cigarettes.. 21 3 -——I31 
Paid Wages in Cash.......0.s200e+se0es 8 
Edward Wade paid cheque on A/e. ...... 50 
Endorsed Wade's cheque and sent it to Bell 

& Sons (660) 2.2... ee ee ee cee eee eee 5 
Bought of Ogden & Co. : Tobacco £130 — - 

Cigars. .£160 — —; Cigarettes 32 - — —322 
Parson’s chq. returned by Bank dishonoured 

(N.B. at the end of the Huercise) .....-. 43 


Cigars, .£113 46; Cigarettes.. 45 7 —247 


Withdrew from Bank ........++++1e+00: 20 
Paid Wages in Cash.........0seseeeeees 8 
Paid for Postages (Trade Exs.) ......-.- 5 


Bought of Bell & Sons : Tobacco £83 9 4 
Cigars. .£54 62; Cigarettes. .£27- 8 6—165 

Paid them cheque, £238. Dis. £1296.... 250 

Recd. cheque from Henry Hirst ......+-- 100 


5 
12 


15 
18 


Capital :—Robert 
lst October, 1907. 


10 
6 


LF Wi) an Pa an Sa 


o> 


Re 


Oct.20. Endorsed Hirst’s cheque and sent it to 


Martinelsr0s<(660) > meet antecs oleae £100 - 
js, 21. Paid Borough Rate in Cash ............ 11 6 
ee 21. Sold Edward Wade: Tobacco. .£53 16 8 


9 
Cigars. .£48 13 10; Cigarettes 27 16 4 130 6 
» 21. Reed. from him Chq. £32. Dis. £4 5 10.. 36° =) 
», 22 Sold Henry Hirst : Tobacco... .£68 15 - ; 
Cigars, £100 3-; Cigarettes.. 28 7 8 197 5 8 
», 22. Reed. from him Chq..£124 10s. Dis.£6 11 6 131 1 6 
= 0 
0 
4 


» 22. Paid Cheques into Bank ..............- -156 10 —- 
7 20.2 Drew Cheques for Cash ~;can.2 aces nn 20 - 
» 23. Paid Wages in Cash............... Sistine 810 — 
::25. Parson absconded,left no assets; his debt is(74)131 - 
» 25. Paid Cheque for new Show Case (81) ..... 23 — - 
», 26. Bought of Wills & Co. : Tobacco£130 6 — = * 
Cigars. .£180 4 -; Cigarettes 63 10 ——374 — — 
», 26. Paid them Cheque £360. Dis. £40....... 400 -—- = 
» 27. Bought Cigars from Martin Bros. . aR 123 10 — 
», 27, Paid them Cheque £275 14. Dis. £306~. 306 — — 
», 27. Paid Cash for Fire Insce. Prem. ......... 410 —- 


», 30. Paid Rent by Cheque .................. 10 - - 
»» 30. Partners each withdrew by Chq. £20 (78).. 40. - - 
», 30. Cash Sales—Tobacco ....... a - z 
Cigars. .£23 10-—; Cigarette 8 4 6— 51 -— 6 
3030 Paid. Wages:in. Cash; sos. sae 8.10 — 
»» 30. Depreciation of Furniture, ete. (82) ...... 22 
», 30. Interest on Capital—Robert Jackson (71) dpeO sees 
- > =e Onn Jackson... Si 417 6 
», 30. Bank Interest credited (92) ............. 810 6 


Stocke :—Tobacco £865 ; Cigars £928 ; Cigarettes £290. 


to pay it. We received it on the 8th, and paid it into our Bank 
on the 9th. Our Bank now return it to us and Parson owes us 
the money. Enter on the Cr. side of the C.B. Bank column 
“Oct. 12. By J. Parson (Dishonoured Cheque) £43.” This 


will, of course, be posted to the debit of Joe Parson, to whom we 


shall write demanding the cash. 

Take another example : John Smith pays on the Ist March his 
account of £200 ; after deducting 24% discount. If the cheque is 
paid direct into the Bank this transaction would: be entered on 
the Dr. side of the Cash Book, thus :— 

Discount. Bank. 
March 1. To John Smith.. £5 —~ ~ . $195 _ _— 
On:intimation of the fact that the cheque is dishonoured an 


entry would be made on the Cr. side of the Cash Book in the 


Bank column, thus :— 
March 4. By John Smith (dishonoured cheque) £195. 
This amount would be posted to the debit of Smith’s account, 


Rs 


 - SE Totals, Balances. 
Ex. 31. Trial Balance, >. De: “Cre Dr. go Cr. 
= ‘ Sede Siesedsl|| oS) sedi Be erdi 
Be ASB Ales seanereisasacnen dante 1036 19 6| 986 5 9/} 5018 9 ; 
ami ALG) Decakrsevcense-+ ce Saxees | 3882 8 - | 2375 16 - || 1006 12° - 
R. Jackson's Capital A/e....... 1762 6 38 1762 6 3 
ackson’s Drawings A/c 20 - - 20 - - 
__ J. Jackson’s Capital A/c. .... 1174.17 6 1174.17 6 
_ |. Jackson's Drawings A/c. 20 - 20 
tock A/c, :— 4 : 
700 me 700 
510 - 510 
263 --- 7. DES: -- 
886 5 10 886 5 10 
764 10 2 764 10 2 
142 8 10 142 8 10 
‘ 845 7 - 345-7 
Cig: ts 491. 7 & 491 7 4 
» = Cigarettes :.--.. se 184 18 - 184 18 - 
_ Furniture & Fittings Ajc....... 408 - - 23 er = ssl - - 
= Bad Debts A/c..:......:..-... ry tae 5 ST: ee 181 4 - 
Wages Ajc......... ea a we 84 - - 
Depreciation A/c... Q2 - - D0 = =| ra 
Interest A/c. ......... 12 8 9 810 6 418 3 
="Discount Ajc.z....---<.. SAS OF 21 1995103 98 3 2 
Trade Expenses A/c. 366 9 36 6 9 
Ogden & Co...........+- 190 - -| 512 - -- 322 - - 
Bell & Sons .. 300 9 6| 41518 6 115 4 - 
c Wills & Co. ..... 924 9 -|1174 - - 249 11 - 
Hignett & Co. 50518 8| 66814 6 157 15 10 
Martin Bros...... 706 - - = - 174 
Edward Wade.. 499 56 2} 29818 4/| 130 610 
Thomas Eliliott.. || 87818 -}| 181 - -|| 24718 - 
Joe Parson........... ...{} 802 10 2} 80210 2 - - - 
Albert Kershaw .. a3 78:10: = 50 - - 2810 - 
etre PLITSE scccn-savetns-ceeesrens> 628 7 2| 481 1 6} 197 5 8 
£//19342 18 6 |12342 18 6 || 5075 10 1] 5075 10 1 


Practical Exercise 32. (Zabular.) 


In Jan., 1909, John Wm. Heaps, Edwin Wilson, and Arthur 
James Bowler entered into partnership under the style or firm of 
Wilson and Bowler, their respective Capitals of £5000, £500 and 
£500, being paid into Bank in the name of the firm. On Jan. 1 
they purchased the business of Warren & Co., Indigo Merchants, 
for the sum of £4759 ls. 3d., to be paid at the end of the month. 
Warrens’ books stood as follows— (See par. 79.) 


Assets :—Premises £3000, Furniture & Fittings £200, Horses, 
Carts, etc., £350, Stocks of Indigo :—Bengal £1360, Kurpah 
£1100, Madras £447 12 9. Debtors :—Chas. Slee £110 11, John 
Holt £64 3, Brooke & Co. £143 9 6, Roberts Bros. £206 10 6, 
Firth & Jones £18 17 6, Bureau & Co. £83 6. Tnabilities :— 
Creditors :—Edwin Bower & Co. £1273 11 6, Koebel & Co. £723 
1 6, Jewesbury & Co. £1078 16, Capital £4009 1 3. 


(In journalising these balances be careful to debit Goodwill 
with £150, and Credit Warren & Co., with £4759 1 3.) 
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Heaps takes one-half of the profits, the other half is divided 


134 


equally between Wilson & Bowler.—Keep 3 separate a/cs. for 


Indi 


20. 
20. 


21. 


23. 
24, 
26. 


» 27. 


go. 


Drew Cheque for Cash ..........2....... £20 
Sold Bengal Indigo for Cash ............. 8 
Invoiced C, Slee, Bengal, £126 8 9; Kurpah, 
£100; Madras, £34 3.6 =. , 223... .c0 2. 60 
Paid Cheque for Roll Top Desk Coble 18 


Kurpah £342 So ec0.0o 8. ae 810 
Paid them-Cheqne =... shee 00 
Reed.Cheq.of Bureau& Co.,£83 ; allowed 6/- 83 
Paid Cheque into Bank..:............... 83 
Sold Madras for Cash .......... we Bi she! srs eee 
Reed. from Brooke & Co., £136. Dis. £796 143 
Paid into Bank. 025 5 0. 136 
Sold Roberts Bros., Bengal, £136 9 6; 

Madras; £123. 4:677 (5 <= ee 259 
Bought of Koebel & Co., Madras ......... 310 
Paid them Cheque on AG nie Ras 400 
Paid. Wages: cue, lassen a 2S 5 
Sent Firth & Jones, Kurpah, £83 10 ; Madras 

; SOS Og cng ae ee ee eee 152 
Received from them Cash, £18. Dis, 17/6 18 


Paid Cheque for Painting Premises (See 0) 
Paid Cash for Gas (Trade Exs ee | 
Paid Cheque for Weighing Machine (Sl) Sele 


ol SOE as oar} 


ore ie 8 ee 


Kurpah, £228 ; Madras, £190 .......... 778 
Horse valued at £25 died and earcase sold . 

for (81). ities ae Bra 
Remitted Ji ewesbury & Co., Cheque on A/e. 1000 
Withdrew from Bank ..:................ 20 
Paid Cheque for New Horse (81) elnk See 40 


HE. Wilson drew Cheq.for private purposes(78) 50 
Sold J. Holt :—Kurpah, £84 ; Bengal, £100 ; 


Paid: Wages °s. Pb. aa ek, ee See 
Sold Brooke & Co. : Kurpah,£108 18 ; Bengal 


Betas ls coherent? 371 
Reed. from J. Holt, cheq. and paid into Bank 150 
Paid Fire Insurance Premium, Cash,...., . 4 
Bought of Koehel & Co., Madras ......,., 278 
Remitted them Cheque ....., cers ++ 323 


— tol wo 


6 
3 
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era Meera) Ware biel De pee 
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» 
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_ Jan. 3. ‘Roberts Grok. compounded with their Crs. 


4 


PS, oe ib 


é 


° 
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ee 


OHIO e hc oe Sinatra a epee nes Ope aioe 13 
_ Stocks of Indigo : Bengal £1765, Kurpah £1324, Madras £810. 
Ex. 34, Trial Balance. Dr. Totals. Cw me ADEE 
' d, fics. d. £-s,.d 
Cash Ae. 6 1414 - 
Bank A/c. : 9 906 19 9 
a ee Heap’s Pee Ales. 5020 16 8) 5020 16 8 
Wilson’s Capital AJe. ...... 515 1 8 515 1 8 
E, Wilson’s Drawings A/c.. «| 50 1 8 50 1 8 
A. J. Bowler’s Capital A/c. . 515 1°8 515 1 8 
Stock A/c. :— z 
Bengal. ele See eer 1360 - - - || 1360 - - 
1160 - 1100 - - 
© 447 12 
: 829 - - 
= 570 - - 
: 718 - - 
5738. 9 3 673 9 3 
525 1 4 625, 1 4 
; 495 2 6 495 2 6 
Premises A/c. pare 10 - - pags 
Furniture & Fittings A/c..,....|| 283 - - 110 - 231310 - 
Horses, Carts, &c., A/c. ....../) 391 - - Bla As 360 - - 
Goodwill DiGi tesascswetnet soscensks 750 - - 25 52 = 5725" 
— Bad Debts A/6.......csccsseeesees 122 1 6 122 1 6 
BV ES A) Css sna xanvecoaceBveneces? 60 - - 60 - - 
Depreciation Ale. mexeeee A 4210 - 4210 - 
Partners’ Salaries A/c. . me 26 - - 96 - = 
Carriage A/C. .sc.sseceeres 13 - - 13 - - 
Interest A/c. .......+++ 95 - - - 1.8 9418 4 
Discount Aje. ...... Resaike ig 4 - 19 4 - 
Trade Expenses ‘Ken = 66 19 6 66°19 6 
Dead Horse Ajo. ......c06 24 - - Q4 = - 
Edwin Bower & Co. ... 1000 - - | 2084 1 6 1084 1 6 
Koebel & Co. ..seeseee 723 1 6/1811 1 6 588 - - 
ewesbury & Co, || 1000 - - | 1857 6 - 857 6 - 
arren & Co. ws... || 4759 1 3 | 4759 1 3 eee s 
Charles Slee .......... || 371.38 3] 1011 - |} 26012 3 
John Holt .......... 34619 -| 150 - - 196 19 - 
Bureau & Co. .... 328 6 10 83 6 - 245 - 10 
_ Brooke & Co. ....... 51418 6| 148 9 6 371 9 - 
Roberts Bros. .... || 466 4 6| 466 4 6 eerie 
Firth & Jones srcsscsseveeeeoe|| LIL 5 - 1817 6 || 152 7 6 
- 4 111081 - 4 


Fae 38, 


ee bole 


for 13/4 in the £, recd. Cheq., and Abed it 


into Bank to- day (LI ilies ee ep yc ».£244 3 
Paid Borough Rate by Cheque .......... Pathe ee 
Paid Rly. Co. Carriage A/c. by Cheque.... 13 —- 
Drew Cheque for Wages ..............- 1 = 
Charge Depreciation on Premises (82) . 10 — 

a a Furniture, etc. .. 1 10 

= 5 Horses, etc....... 6 - 

Goodwill “....... “25 = 
Paid Warren & Cor, CHSQuiel Gan wm nates 4759 1 
TInt. on Cap., John Wm. Heaps (71) ..... 20 16 


=. E. Wilson & A. J. Bowler,each 2 1 


Interest on withdrawal, Edwin Wilson (78) —-— 1 


Due to E. Wilson & A. J. Bowler for salary 


as 


announced about August. The entrance fee for the Elementary 
or Stage I. Examination is 2/6. An Exercise is set involving the 
use of the Subsidiary books, posting to the Ledger, and extract- 
ing a Trial Balance. Questions must be answered’ relative to 
simple business terms and abbreviations, and on the use of 
business documents, such as Invoices, Statements of Account, 
Bank Notes, Cheques, Bills of Exchange, and Receipts; Order, 
Postage, Petty Cash, Cash, Stock, Purchases, and Sales Books, 
and Ledgers. To gain a Certificate 50% of the total marks must 
be obtained. Although the requirements, according to the 


Syllabus appear reasonable, candidates will notice from a perusal 


of the following Exam. Papers that the area covered by the 
various questions is‘a very wide one, and presents many diffi- 
culties. The Examiner in his Reports complains, on the one 
hand, that students do not display an adequate knowledge of 
practical methods, while, on the other hand, he himself requires 
from candidates such wnpractical methods as the entering of 
transactions direct into the Ledger, without the use of subsid- 
iary books. The Society’s Syllabus, containing the regulations 
and List of Centres, is issued in September each year, and a 


copy may be had from the Secretary, John Street, Adelphi, 


London, W.C.-2, for 3d. post free. 


EX. 88, Royal Society of Arts. (Stage 1., 1901.) 


1. Explain the phrase “ Bringing down a balance.” 2, Define ~ 


the term “‘ Voucher.’? When must a voucher be stamped ; and 
with what value of stamp ?- 8. Sketch a form of Postage Book ; 
enter in it an amount of Cash received by the Postage Clerk from 
the Cashier; and make six entries of letters and parcels 
dispatched. 4, State some headings under which you would 
analyse your Petty Cash payments for a month. What would be 
dons with the analysis when made ? What ought the total of 
the analysis to agree with 2 5. What is the difference between a 
cheque made payable to “bearer” and one made payable to 
“order” 2? What is the effect of crossing a cheque ? 


Exereise. On Ist Jan., 1901, the Midland Railway Co. were 
creditors of Messrs. Smith & Lloyd for £15; Poor Rate Authori- 
ties for £4 10s.; and Jas. Robinson for £60; while J ohn Jones 
was a debtor for £40 and Abel Lewis for £60. On the same 
date Wm. Smith’s Cap. A/c. was in credit of £1000, and Tom 
Lloyd’s £1500, in each case the share of profit for 1900 having 
been previously credited. Open Led. A/es., and post the 
following cash transactions. Balance these a/es. on 31st Jan., 
1901, and bring down balances, 
Jan. 1. To John Jones for goods supplied £30 2 6 

» 2, By Midland Railway Co. (carriage) £10 17 6 
» 5. To Wm. Smith (Capital A/c.) 200.5 — “> 


» 10. By Poor Rate (Kensington Borough) 410 = 


The Examinations of the ROYAL SOCIETY of ARTS are held 
about the end of March and May each year, and the results are 


Li 4 


: 
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- Jan. 15. By Tom Lloyd (Drawing A/c.) .. Sip 
4, 20. By Do. (share of profit for 1900) 250 12. 6 ~ 
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4, 26. To Abel Lewis for goods supplied-£45 5 - 
», 31. By Jas. Robinson for goods purchased 50° 7 6 


Royal Society of Arts, (Stage 1., 1902.) 


4. What do I mean when I tell Jones that he “‘ may draw on me 
at 3 months”? 2. Give the ruling of a Petty Cash Book, and 
enter an amount of £5 received bythe Cashier on Ist Jan., 1902, 
and the details of five payments made by him during the rest of 
the week ended 4th Jan., 1902. 3. Explain the abbreviations :— 
“BR. & O.E.,” “F.O.B.,” “Per Pro.” 4, On 15th March, 1902, 
John Jones sent’ Wm. Smith a cheque for £50, drawn on the New 
World Bank, Ltd. Draw this cheque so as to afford the best 
security, should it be lost or stolen. 5, Give your reasons why 
you would prefer a £5 Bank Note to a £5 cheque ; and why £5 in 
gold to either.’ 

Exercise. The following items appear in W. Robinson’s 
Books in the month of Jan., 1902. Post up the Ledger, opening 
new a/es. where necessary and bring down the balances of 
Ledger and Cash Book, as on 31st Jan., 1902. Ledger Balances 
Ist Jan., 1902 :— 


Dr. Stock in Trade ..... e509 Dr. Cash ences sat sa £15 
,, Tom Turnbull -..... 254 Cr. W. Robinson, Cap. .. 2000 
» Safe Bank Co., Ltd. 1039 ,, Owen Williams ..... 323 
,, Furniture & Fittings 650 ,, Morgan, Lewis & Co. 204 
‘Dr. Cash Book (as kept by Robinson.) Cr. 
1902 Dis.|Bank, 1902 Dis,{Bank. 
Jan. 1/To Balance...... £1039} £10544) an.15|By Owen Wil- 
sy 20] ,, I. Turnbull) 4 250| 250) liams...... £3 | £320 | £320 
1, 30] ,, W. Smith » 21) ,, Bankers...... 50 
(loan)...... g00| 300% ,, 81) ,, Morgan, : 
Lewis&Co.| 4] 200 200 
», 81] ,, Robinson 
(drawings) 25 
» Wages .... 80 
» Warehouse 
EXS. .....+ 5 
1902. Purchases Book. - 
Jan. 4th. Owen Williams—350 Bales at 3ls. 6d. £551 5 
1902. ; Sales Book. 
Jan. 5th.. Tom Turnbul!l—220 Bales at 38s. ......- £418 —- 
» 9th. R. Butcker—130 Bales at 37s. 6d. ......- £243 15 


Royal Society of Arts. (Stage 1., 1903.) 
1. Explain the terms :—‘ Bank Draft,” ‘* Bill of Exchange,” 


_ Bad Debt,” “ Bankrupt.” 2. What isa ‘‘ Bank Pass Book” ? 


Submit a few imaginary entrics to explain how such books are 
kept. 8. Explain the meaning of the following phrases at the 
head of a trader’s invoice :—‘‘ 5% dis. for prompt.” “23% dis. 
inamonth.” 4. Whatis« “post dated cheque” ? Of what use 


is it? 5. Write up the following items in Petty Cash Book and 


bring down’ the balance as-on 6th Jan., 1903 :—Jan. 1, Received 
from Head Cashier, £5; Jan. 2, Purchased Postage Stamps, 
30s. ; Jan. 3, Paid ’bus fares, 3d. ; Jan. 4, Received cash for sale 
of waste paper, 4s. 10d.; Jan. 6, Bought string, Is., and brown 
paper, Is. 8d. 


Exercise. Wm. Smith began 1902 with the following balances : 


Gash. vis. s Pasar e Dr. £100 John Green ....... Dr. £120 
Town Bank, Ltd. ... ,, 385 W. Smith, Capital ...Cr. 1000. 
Stock in Trade .....,, 520 James Ball.......... Pesce 435 
Purchased Goods from— : Sold Goods to :— — 
James Ball ...... £110 - -— John Green ..... £58 5-6 
William Paul .... 48 -— — Edward Parker .. 21 8 9 
Edward Parker .. 15 1411 Wm. Peek ...... 121 — —- 
John Robinson... 21 5 6 John Robinson... pm fea: 


Returned to Wm. Paul 8 7 6 Returnd. by Wm. Peek 6 10 6 


Post the above items; opening, where necessary, new a/cs. 

Balance and rule off these Ledger A/es., and bring down the 

balances. : E 
“Royal Society of Arts. (Stage 1, 1904.) 


1. Explain the terms :—“ Dividend,” “ Discount,” “ Double- 
entry,” “‘ Distraint,’”’ “ Drawings.” 2. What is an Invoice ? 


What would you do with Invoices received by a merchant ? How. 


would you record their particulars in hig books? Give an 
example. 3, Sketch a form of Cash Book, which you would 
recommend to be used by a merchant who has a Banking A/e. ; 
and from whose purchases and sales cash discounts are allowed 
upon settlement. Enter six debit and six credit transactions. 
4. A tea dealer sells Tea, Coffee, and Sugar to sundry persons 
on credit. How would you record these gales in his books ? 

_ Give an example. 5. What is the essential difference between a, 
Cheque and a Bill of Exchange ; and upon what principle are 
stamp duties levied upon each ? 


Exercise. On Ist Jan., 1904, John Jones had £500 as his 
Capital in business while Jas. Green was his debtor for £350, and 


he owed Wm. Paul £400. He had £450 at his bankers, and £100° 


in his safe. Open the necessary Led. A/es., post direct to the 
Ledger :—Jan. 1, Sold Goods ‘to Wm. Paul, £350; Jan. 4, 
Purchased goods from J. Robinson, £150; Jan. 7, Purchased 
goods from Wm. White, £220 ; Jan. 10, Purchased goods from P. 
Frean, £140; Jan. 15, Sold goods to Charles Carter, £340; Jan. 
20, Sold goods to J. Farlow, £140; Jan. 25, Purchased goods 
ee Wm. Paul, £480; Jan, 31, Returned goods to J. Robinson, 
50. 
Royal Society of Arts, (Stage 1., 1905.) 

1. Explain the terms :—“ Free on rails,” ““ Bearer cheque,” 
“ Bill of Sale,” “Book Debt,” “Voucher.” 9, George Jones 
buys cotton, value £80, from Robert Brown, and in order to 


* 
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‘secure a special discount of . 


entries in George Jones’ Cash Book necessary to record this 
transaction. 3. What is a Bill of Exchange? Explain the use 
of a Bills Payable Book. 4. John Jones desires to remit £100 
to his son, who is at Singapore. What would you suggest as 
the best method of effecting this ? Give your reasons. 5. Sketch 
a form of Petty Cash Book which you would recommend ; enter 
therein the following items and balance it as on Dec. 6, 1904 :— 
Dec. 1, Balance in hand, £4.13s. 2d.; Dec. 2, Paid office house- 


_ keeper, 15s. 2d.; Dec. 3, Purchased Stamps, £3 15s. 6d.; Dee. 4, 
_ Received from Cashier, £10; Dec. 5, Received from sale of ‘old 


desk, 10s. 6d. ;, Dec. 6, Paid fares 6d., sundries 8d., gum 6d., 
telegram 8d., total 2s. 4d. 

Exercise. Geo. Smith having purchased from Wm. Watson, 
wine merchant, the assets, including the goodwill of his business, 
for which he gave £3000 for stocks of wines and spirits, £500 
for utensils, bottles and appliances, and £1000 for goodwill, 
commenced business on Dec. Ist, 1904. He opened an a/e. at 
the Secure Bank, Ltd., and paid in £2000, representing his 
working capital. Open the necessary Ledger A/cs. to record 
the above, and post the following transactions direct to the 


Ledger. Balance the a/cs. as on Dec. 9, 1904, and bring down | 


the balances :— 


~ Dec. 2. Bought from R. French 3 pipes of port, at £85 per pipe. 


. Sold to R. White 1 pipe of port for £95. 
. Sold to R. Frost 2 doz. of champagne at 110s. per doz. 
Royal Society of Arts. (Stage 1., 1906.) _ 
14. Briefly explain the following terms and abbreviations :— 
“ Credit Note,” ‘“‘ Asset,” ‘‘ Personal Ledger,” “‘ Contra A/e.,” 
“Hh & O. E.,” “N.B.” 2. What is the use of a Stock Book ? 
What is meant by “taking stock”? ? On what principle ought 


4, 3. Bought from C. Clare 50 doz. of sherry, at 90s. per doz. 
» 5. Bought from R. Frost, a bottle-washing machine for 
© -S18-J0s, A : 
», 6. Sold to Grand Hotel Co., Ltd., 10 doz. sherry at 108s. 
per doz. 
, 7. Bought from G. Keen 10 doz. of champagne at 100s. per 
doz. 
8 
9 


’ articles in stock to be priced ? - 8. What is the difference between 


a “Private Ledger” and a “General Ledger”? Into what is 
the General Ledger, for convenience, generally divided ?_ Give 
the headings of two a/cs. which would appear in each ledger 
respectively. 4 What is a “ Columnar Petty Cash Cook” ? 
Give a ruling of such a book, and make one debit and four 
eredit entries therein. 5. Write up William Brown’s Cap. A/c. 
from the following items :—July 1, 1905, Balance of capital at 
this date £800. Sept. 30, Paid in £400. Nov. 30, withdrew 
£720. Dec. 31, Int. on Cap. at 5% per ann. Dec. 31, Net lose 
for the half vear £200. Bring down the balance. . 
Exercise. On 1 Dec., 1905, H. Lloyd commenced. business 
with a capital of £500 in Cash. On this date he paid the follow- 
ing sums :—Shop fittings, £50 purchase of goods, £200; one 


5%, pays prompt cash. Make the 


quarter’s rent in-advance, £20. Open Ledger a/cs. to record _ 


the above ; post the following transactions direct to the Ledger ; 
balance the a/cs. as on 3lst Dec., 1905, and bring down the 
balances :—Dec. 2, Sold goods to W. Hunt, £140; ,Dec. 4, 
Purchased goods from R. Johnson, £20; Dec. 11, Purchased 
goods from H. Hall, £150; Dec. 16, Sold goods to E. Jones for 


eash, £20; Dec. 20, Sold goods to W. Silver, £50; Dec. 21, 


Received from W. Hunt cash on a/e., £10; Dee. 22) Paid=, 
Johnson’s a/c., less 5% dis. 


Royal Society of Arts. (Stage 1., 1907.) * 


1. What is the difference between an ‘‘ Invoice” and a 
“Statement” 2 2. What do you understand by the signs ‘‘ Dr.”’ 
and “Cr.” ? 8. What is the object of “ closing a ledger,” and 
how is it effected ? 4. Explain the “ Imprest ” system of keeping 
Petty Cash. Give an example. 5. Write up an a/c. with your 
Bankers, recording the following transactions :—Jan. 19075 
Balance to your credit at the Bank £3387 5s. 6d. 3; Jan. 3. Paid 
W. Smith, £600; Jan. 5. Paid in £218 5s. 7d.; Jan. 12. Paid 
J. Brown on a/e. £1000; Jan..19. Paid H. Wilson, £671 3s. 2d. ; 
Paid J. Brown on a/c. £1000; Jan. 26. Paid in £1461 2s. Id. $ 
Paid J. Brown (balance), £781 2s. 3d.; Jan. 28. Paid Eh, 
Shepherd, £81 2s. 8d.; Jan. 31. Paid in £8 10s. 8d. Balance 
the a/c. and bring down balance. 


Exercise. J. Cripps commenced business as a coal merchant on 
Ist Oct,, 1906, with the following assets :—Cash £200 ; Plant & 
Fixtures £60, and Horse & Cart £30. He opened an a/c. with 
the Union Bank, into which he paid his initial capital and all 
cash received. During October the following transactions took 
place :—Oct. 3. Purchased coal from the X. Y. Colliery Co., 
Ltd., £160; 8th. Sold coal to T. Philipps, £20 ; 12th. Sold coal 
to J. Hall £110; 15th. Purchased coal from the xX. Y. Collie 
Co., Ltd., £360; 16th. Received cash from T. Philipps £20 ; 
17th. Received Cash from J. Hall (on a/c.) £80; 24th. Paid 
cheque to the X. Y. Colliery Co., Ltd., £200. Open Ledger 
A/cs. and post, direct, the above facts and transactions. Balance 
these A/cs. as on 31st Oct., 1906, and bring down the balances. 


Royal Society of Arts. (Stage 1., 1908.) : 


1. What is a Voucher ? Briefly describe the system upon 
which you would arrange vouchers in a business. 

2. What entries are necessary in my books to record the fact 
that A. has become my Creditor for Goods supplied to me ? 

3. In the following account, who owes the £256 5 10, and to 
whom is it owing :—JOHN JONES in a/c. with WM. SMITH. 
1908. Feb. 22. To Welsh Coal supplied by J. Jones’ 

: order to S. McNeil, at Glasgow.. £256 5 10 

4, Write up a Cash Book recording the following transactions : 
Balance the account and bring down the balance. 1908. Jan. 1, 
Balance in hand this day, £217 10s. ld; Jan. 3, Paid into Bank, 
£100; Jan. 4, Received from Tom Smith £69 10s., Dis..10s. 9d. ; 


= Jig nn os ag 


ed from E. Owen and paid into Bank, £116 Is. 
; 3; Jan. 10, Paid one quarter’s rent, £30; Paid G. Nash by 
_ cheque on Bankers, £151 12s. 10d. ; Discount allowed thereon, 
> £4 , 7s. 2d. 3 . 
 ,. 5. On which side of the following accounts should the balance, 
ee “ee always be, and why ?—Bills Payable, Bills Receivable, 
Vvasn. ? 
= Exercise. On Ist December, 1907, Charles Dickson commenced 
business with the following Assets :—Cash at Bank, £500. Cash 
a hey hand, £100, and Fixtures, £150. The following transactions 
_ took place during December :—Dec. 2nd. Purchased goods of 
1. Bell, £100. Dec. 8rd. Purchased goods of Black & Co., £80, 
_ for cash, and paid him for same. Dec. 9th. Sold to W. Brown 
_ goods £50. Dec. 16. Paid T. Bell’s a/c. by cheque less 5% 3 
discount. Dec. 18th. Sold goods to R. Walters, £10. Dec. 31st. == 
Received of W. Brown cash in settlement of his account, less 24% 


- discount. Open the necessary Ledger Accounts and post direct 2 
the above facts and transactions. Balance these A/es. as on 31st ae 

- December, 1907, and bring down the balances. a 
Royal Society of Arts. (Stage 1., 1909.) e 

4. What do you understand by the terms “ balance down,” = 


“ trial balance,” and “‘ balance sheet” ? What is the chief differ- 
_ ence between the last two? Does the térm “balance down,’’ 
closing the debit side of an a/c. mean that the a/c. is in credit, _$ 
or in debit, and why ? 2. Give a form of Cash Book you would = 
recommend as suitable for recording both cash and bank trans- 
actions. Start the book with a balance at the Bank, and draw a 
cheque in favour of “ self,” the proceeds of which are to be used 
in making cash payments. Make six further entries on the 
debit side, paying all receipts into the Bank, and six further 
entries on the credit side, three being cash payments and three 
payments by cheque ; balance the cash book and carry down the 
balances. 3. On 27th Feb., 1909, John Jones sold Wm. Smith 
_ 31bs. tea at Is. 9d., 2lbs. sugar at 64d., 2 ozs. Jordan almonds at 
9s. 6d. a lb., 3 tins potted salmon at 5s. 4d. the doz. Make 
Invoice. : 
4, On 3rd April, 1908, Thos. Fisher sold Geo. Kent goods 


Let aC SRD ART eo mente, BRL ee Oe 


of 


a : 

value £30 15s. Od.; on 4th May, Kent paid Fisher £20 5s. 0d. 
_. ona/e.; on 30th April, Fisher sold Kent £45 10s. Od. of goods ; 
s on 3lst May, Kent paid Fisher £32 10s. Od. on a/c. ; on 4th June, 
+ Kent returned to Fisher £5 10s. Od. goods (not being up to 
; sample); on 12th June, Fisher sold Kent £42 8s. Od. of goods ; 
= on 30th Jane, Kent paid Fisher the balance owing upon the 
transactions of 8rd and 30th April after deducting 24% discount 
- together with a further amount of £20 on a/c. As on 30th June, 
_ Fisher sent a three months’ statement to Kent. Draw the 
_ . statement so sent. 5. On 31st May, 1998, Geo. Kent paid 
_ ‘Thos. Fisher £32 10s. 0d. He paid this by cheque on the Credit 
; Banking Co., Ltd. Sketch the form of cheque he would use, 
and ‘“‘ draw” it, making it as secure as you can against loss by 
theft or mis-chance. : 

: Exercise. On lst Jan., 1908, J. Ferguson started business as @ 
, grocer, and paid £200 into the Union Bank by way of Capital. aot 


- 


. 


On that day goods were delivered by McDonald & Co., to him > 
which he had previously ordered to the value of £50, and for 
which he paid by cheque, deducting 5% discount for cash. The 


same day he made “‘ cash sales’ amounting to £4 6s. 2d., which 
he paid into the Bank. On 2nd Jan., he drew and cashed a 
cheque for £5 for petty cash purposes and purchased for cash 5s. 
worth of stamps, and 15s. worth of stationery. _ The cash sales on 
this day amounted to £1 7s. 7d., which he paid into the Bank, 
and he also sold goods on credit to Mrs. Murphy, value £2 4s, 


6d., and to Mr. Graham, value £1 4s. 4d. On 3rd Jan. he bought. 


further goods from McDonald & Co., value £25 16s. 10d., but 
this time the purchase was on “credit terms.” On 4th Jan., 
Mrs. Murphy paid £1 on a/c. of the goods supplied to her, and 
this, together with the Cash Sales for two days, £4 3s. 7d., was 


paid into Bank. On the same day he supplied goods value £1 — 
16s. 10d., on credit to Mr. Graham, «~vho, at the time of ordering, - 


paid for the goods supplied on 2nd Jan., less 4s. 4d. discount, 
and this was'paid to the Bank. On 5th Jan. he bought goods 
on credit from W. McNab & Sons, value £14 12s. 8d., and paid 
McDonald & Co.’s a/c., less 5% discount by cheque. Open 
Ledger a/cs. and post direct the above transactions, balance the 
a/cs., and bring down the balances. 


Royal Society of Arts. (Stage 1., 1910.) 

1. Give three “business terms” and three “ business abbrev- 
iations ’’ and explain the meaning of each. 2. When goods are 
sent to a customer, what is said to be sent with them (or by an 
early post) recording the transaction ? Give an example. How 
does this document differ from a “statement”? ? 

3. On 4th Jan., 1909, John Brown purchased goods of Thomas 
Smith to the amount of £252 4s. 3d. On 8th Jan., Brown 
returned £51 2s. 5d. of these goods as being faulty, and sent 
Smith £50 on a/e. On 15th Jan., Brown purchased of Smith, 


£72 5s. 8d. of goods, and paid him £60 on a/e. On 31st Jan., - 


Smith sent Brown a statement showing the balance owing to 
Smith, and this Brown paid to him on Ist Feb. How much was 
this balance ? Give a copy of Brown’s a/c. in Smith’s Ledger 
recording the above transactions. 4. Explain the meaning of 
the word “ discount.” In what books of a trader do records of 
discounts usually appear ? 

5. Write up a Bank A/c. recording the following :—Ist Dec., 
1909, balance at my bank, £3215 14s. 1d. 2nd Dec., drew cheque 
for self, £25. 4th Dec., paid in £9634, received from W. Porter. 


_ 6th Dec. drew ‘cheque for T. Kerr, £161 10s. 6th Deec., E. 


Milner paid into my Bank A/c., £864. 10th Dec., drew cheque 
for J. Coleman, £10000. 15th Dec., drew cheque for Black & 
White, £241 6s. 3d. - 24th Dec., drew cheque £50, for rent, and 
paid into Bank £91 6s. 8d. received from H. Jackson. 31st; Dec., 
drew cheque £25, for self. Paid into Bank, £51, received from 
Duff Bros. Interest allowed on the a/c. by the Bank, £18 9s. 
3d., and commission charged, £1 2s. 3d. Balance the a/c. and 
bring down balance. 
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Exercise. James Cripps started business as a Coal Merchant 
on Ist July, 1909, paying (as his capital) to his Bankers, £250 ; 

_-purchasing, for £50, a horse and van from Timothy Toogood, 
and 60 tons of coal at lls. 6d. from the Stiff Colliery Co., Ltd. 
_ On 2nd July he sold 15 ewt. of coal at 1s. per cwt. for cash. 


On 3rd July he sold 12 ewt. of coal at 11d. per ewt. for cash, 
and 6 tons at 19s. a ton to Miss Graham on credit. He paid the 


Stiff Colliery Co., Ltd. (by cheque) £25 on a/e., and drew a- 


_ cheque for £1 for Petty Cash. 3 

: On 4th July he sold 14 ewt. of coal at 1s. Id. per cwt. for cash, 
- and 2 tons at 19s. 6d. per ton to Mrs. Smith on credit. He 

- receiyed and paid into his Bank a cheque from Miss Graham, in 

payment of her account, less 10s. allowed for short weight. 
On 5th July he sold 20 tons of coal at 18s. 6d. a ton to A. 

Evans, and received from him £10 on a/c., which he paid into 
his Bank. “He sent the Stiff Colliery Co., Ltd., a cheque in 
settlement of their a/c.,; less 24% dis. On 6th July he paid T. 
+ Toogood £50 by cheque. 
_ Open Ledger A/es. and post the above direct thereto. Balance 
the a/es. and bring down the balances. 


oe 

q pee Royal Society of Arts. (Stage 1., 1911.) 

; 4. Explain the meaning of the following terms and abbrevia- 
2 tions :—Gross profit, Solvency, Drawings, B/E., f.0.r., dis: 


2. The cheque set out below was sent to Colston & Co. by 


= ost. :— ‘ 

24 €3 No. D. 39654. London, 20th January, 1911, 
i Lloyd’s Bank, Limited. 

fe Pay Messrs. Colston & Co... 01... ee se eeees or order 
~ ; Twenty-eight pounds ten shillings and stxpence. 

‘ £28 10s. 6d. Robert Radford & Co. 


What are cheques of this kind called ? How could Radford & 

Co. have made the cheque more difficult to cash in the event of 

its being stolen ? and explain why. Who are the payees of the 
cheque, and who are the drawers ? 

3. Sketch the “‘ three column ”’ Cash Book of George Griffiths, 


oF 
‘ write in it the following, and balance it on the 7 th Jan., 1911 :— 
7 


Jan. 2. Cash in hand £4 18s. 6d., at bank......... £348 12 10 
, 3. Drew from the Bank for office Cashie occ « 30 - - 
“4 » 4 Paid Great Kastern Railway, in ashy ncn 1122-6 


es Paid Peter Jones by cheque £28 41, Dis... 1 15 11 
_...,, & Received from: B. Gregory & Co., Ltd., 
cheque in settlement (less 15s. 6d. dis.), 


which was paid into Bank ..........--- 49 4 6 

, 6. Paid from office cash, wages ......++.++- 8 12 6 

: Cashed cheq. for customer ; paid it into Bank ~ 12 = = 
ae » 7. Received in cash from B. Bolton «4.02504. eS) 


4, Henry Holcombe & Co. purchased four bales of Oxford — 
shirtings from Charles Cobourne, of Bradford, on 2nd Feb., 


1911, at £16 per bale. 


On delivery of these goods one bale was 


found to be damaged ; it was therefore returned to C. Cobourne 


on 4th Feb. Give the ruling of the books in which Holeombe & 
Co. would record these transactions, and make the necessary _ 


entries. 5. George Jennings, a trader, upon commencing 


business, purchased a Cash Book, a Journal, and a Ledger. He 
gave his clerk instructions that all cash transactions were to be 
entered in the Cash Book, and that all his credit sales and 


- purchases were to be passed through the Journal. 


If you do 


not approve of G. Jennings’ action, what course would you 
recommend. 
Exercise. On 2nd Jan., 1911, Charles Baines commenced 

- business by paying his capital of £500 into the Union Bank,Ltd. 
Transactions for the month :— 


Jan. 3. Purchased cottons on credit from P. Burford £84 
Purchased silk from W. Walker & Co. on credit 74 

» 4 Bought of B. Burns, velvet on credit, less 
109% trade discount... .t-..05 08 ce anor n 102 
Drew from Bank for Petty Cash purposes.. 10 

» 5. Sold Richd. Leicester & Co., silk £62 10s., 

Volvetzas Sieh. see ee oe Stee eS 75. 

» 6, Purchased postage stamps out of Petty Cash — 
Paid trade expenses, by cheque .......... 8 

» 7. Received from R. Leicester & Co., cheque for 

the amount of their a/c., less 5% cash dis. 
» 10.° Paid salaries, by cheque ...........+.--. 10 
», 18. Purchased on credit, from R. Hampton, tweed 65 
», 20. Returned tweed, damaged, to R. Hampton 6 
», 21. Paid Paul Burford on account............ 50 


Open ledger a/es., and post. 


1. Explain the meaning of the followin 


Royal Society of Arts. (Stage 1., 1912.) 


Credit Note, Rebate, F.O.B., C.LE., A/S. 


2. How many parties are there to an “ order ” 
who are they ? Is it necessar 


stamp necessary for a Bill of Exchange ? 


3. Prepare a Columnar Pett 


System, record the undermentioned transactions, and 
down the balance. 1911. Dec. 81, Cash in hand, £5 3s. 7d.; 


1912. 


Jan. 1, Reed. amount neces 
to £10; Jan. 2, Bought postage st; 


Parcel, 3s. 7d.; Jan. 3, Paid travelling expenses, Is. 


Jan. 4, Bought packing materials, £1 3s. 
4s. 8d.; 


10 1 
110 
8 x 
Bee 
62 
8 6 
10 = 


Balance the a/es., and draw T.B. 


g :—Account Current, 


cheque, and 
D are y to stamp a cheque ; if s0, what is 
the value of the stamp required, and how does it differ from the 


y, Cash Book upon the Imprest 


bring 


sary to make up the imprest 
amps, £1 10s., Paid Carr. on 


10d. ; 


6d. ; Bought Stationery, 


( Jan. 5, Paid wages to odd man, 6s.; Jan. 6, Bought 
job line of goods for cash from H, Saunders, £1 15s. 


4 William Jones received the following letter from his 


- eustomer, Robert Brown, on 6th Jan., 1912 :—‘‘I beg to advise 


Bia a 


f 
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you that I have this day paid into your account at the Union 
Bank the sum of £19 in settlement of my a/c., less 5% discount. 


Please return for cancellation the 3 months’ bill for £20 accepted 


: “by me on 29th Dee., 1911.” On 7th Jan., the Union Bank 


advised Jones that his a/c. had been credited with £19 as above. 
Jones therefore returned the bill for £20 to Brown as requested. 
Show the entries necessary to record the above transactions in 


Jones’ books. 
5. To what Ledger A/es., and on which side, would_you - 


expect to find the following transactions posted :—(a) Drew 


¥ cheque for weekly wages £160 ; (6) Drew cheque for new printing 
“machine £650; (c) Received cheque from R. Robinson, in 


settlement of his a/c. (less 5% discount) £47 10s. 

Exercise.. John Miller commenced business, as a draper, on 
8rd July, 1911, with £250 at the Bank, £3 cash in hand, and 
stock, £300. The Stock had not yet been paid for, having been 
obtained on credit as follows :—J. Beale & Co. £110, F. Hall & 
Sons £60, Thomas Fisher £90, and Hugh Jones, Ltd., £40.. 
Miller also possessed Furniture, Fixtures and Fittings valued 
at £70. Open Miller’s Ledger and post, through the subsidiary 
books, to it, his transactions, as follows :—July 3, Paid cash for 
stamps, 5/-, and stationery, 6/8 ; Purchased from J. Beale & Co., 


120 yds. of flannelette at 4/3 per doz. yds., on credit; July 4, _ 


Purchased from F. Hall & Sons, 600 yds. of shirting (240 yds. 
at 8/3 per doz. yds., and 360 yds. at 10/9 per doz. yds.), on 
credit ; July 5, Bought, for Cash, brown ‘paper and string, 15/- ; 
Banked Cash Sales for the 3rd and 4th July, £27 10s. ; July 6, 
Banked Cash Sales for the 5th July, £16 5s.; Paid by cheque, 
J. Beale & Co. on account, £30; Paid by cheque, Hugh Jones 
A/c., less 24% dis. ; July 7, Paid by Cash, carriage, 13/6; July 
8, Sold to Miss H. Hayman, on credit, 10 yds. sheeting at 1/5 
per yd., 1 doz. reels of assorted cottons for 2/3, 2 pairs of lace 
curtains at 16/11 per pair; July 8, Received credit note from 
¥. Hall & Sons for 8 yds. of shirting at 10/9 per doz. yds., which 
were damaged in transit and returned to Hall; Banked Cash 
Sales for 6th and 7th July, £32 15s.; Drew and cashed cheque 


for £10, and paid wages, £7 5s. Balance the a/es., bring down 


balances, and extract a T.B. 


Royal Society of Arts. (Stage l., 1913.) 

4. Explain the meanings of the following terms and abbrevia- 
tions : Book Debts, Voucher, Per Cent., R/D., p.a., Net. 2. 
Briefly explain the uses of the following commercial documents : 
(a) An Invoice. (b) A Statement. (c) A Credit Note. Give a 
specimen form of each document (write two entries), assuming 
that John Johns is a customer of William Walter & Co., Ltd. 

3. The following is a statement of a Trader’s Credit Sales and 
Credit Purchases and Returns (Inwards and Outwards). Enter 
the transactions in the proper books of original entry and show 


\ 


the totals of each. No posting to Ledger Ajcs. to be done. 1913. 
Feb. 3, Bought from F. Grace, 2 doz. Pocket Knives at 4s. 6d. 
each ; Sold to J. Abel, 1 doz. Photo Frames at ls. each ; Sold to 
J. Shrewsbury, 6 doz. Dessert Knives at 20s. per doz., less 5% 
trade dis.; Received from B. Briggs, 1 case of Carvers, 25s., 
returned damaged ; Feb. 4, Bought from G. Mead, 2 doz. Silver 
Photo Frames at 5s. 6d. each, less 10% trade dis. ; Returned to 
N. Hurst 1 doz. pairs of Scissors at 18s. per doz., being the 
wrong size; Feb. 5, Sold to W. Humphreys, 4 doz. Razors at 3s. 
each, and charged him carriage on same, 6d. ; Sold to L. Towns- 
end, 2 cases of Fish Knives and Forks at £2 per case; Returned 
to F. Grace, $ doz. Pocket Knives at 4s. 6d. cach., being of poor 
_ quality; Feb. 6, Bought from B. Lilley, 2 doz. Glass Match 
Stands, Silver Mounted, at 6s. each; J. Abel returned 4 doz. 
Photo Frames at 1s. each, not ordered ; Feb. 7, Sold to J. Hearne 
3 doz. Pocket Knives at 30s.per doz., less 5% trade dis.; Sold 
to V. Gunn, } doz. Glass Match Stands, Silver Mounted, at 
8s. 3d. each; Feb. 8, Bought from L. Spooner, 6 cases of Fish 
Knives and Forks at £3 per case, less 10% trade dis. 


4. On Jan. 1, 1913, Middlemiss & Turnbull, London, sent to 8. 
Macgregor, Manchester, for acceptance, a Bill of Exchange for 
£100, dated Jan. 3, 1913, and payable 3 months after date. S. 
Macgregor accepted the draft’ and made it payable at his 
Bankers, the Staple & Stedfast Banking Co., Ltd., Stockport. 
Show the form of the Bill as it would appear when returned to 
Middlemiss & Turnbull, and state who is the Drawer and who 
the Drawee, and give the date when the Bill will mature. 


5. A Firm’s book-keeper had, during the month of Jan., 1913, 
entered Returns Inwards and Outwards in the Purchases Book 
and Sales Book respectively, and the monthly totals of each had 
been posted to the Purchases and Sales A/c. in the Ledger. 
What entries should be put through the books to rectify these 
mistakes, assuming that the Returns Inwards for the month 
amounted to £40, and the Returns Outwards to £30 ? 


Exercise. Charles Ross & Augustus Webb, trading in partner- 
ship as Furniture Dealers, had £400 each standing to the credit 
of their Capital A/c. on Ist Jan., 1913. The other balances 
were :—Debit Balances : Stock £813, F. Larner £62, N. Sturgess 
£49, Cash at Bank £113, Cash in hand £10, Furniture & Fittings 
£45, Credit Balances: fF. Hammond £134, L. Yates £81, 
E. Bridge £77. Open Ross & Webb's Ledger with the above, 
and post thereto, through the proper books of original entry, the 
following :—Jan. 1, Sold to F. Larner on credit, 6 Windsor 
Smoking-room Chairs at 18s. 6d. each; Sold for Cash, 1 
Occasional Table for £1 1s.; Jan, 2, Bought for Cash, Stationery, 
£1 5s.; Paid Window Cleaner, 5s. in Cash ; Bought of L. 


Yates, on credit, 1 Walnut Hall Stand, £3; Jan. 3, Received = 


cheques from the following, which were paid into the Bank : 
F. Larner, £50 on a/e.; N. Sturgess, balance of his a/e., less 
5% dis.; Jan. 4, Drew and cashed Cheque, £15; Paid Wages, 
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£7 10s. (including Insurance Stamps) in\Cash; Each Partner 
withdrew £3 10s. in Cash for private purposes; Jan. 6, Sold for 
Cash, 1 Bedroom Suite, £15; Paid into Bank, £10; Jan. 7, 
Sent Credit Note to F. Larner for allowance of 6d. each on 6 
Windsor Smoking-Room Chairs; Drew cheques for the follow- 
ing :—F. Hammond, £50 op a/e.; L. Yates, £30 on a/c.; E. 


_ Bridge, the amount of his a/c., less 5% dis. ; Jan. 8, Paid Rent 


by Cheque, £25 ;-Paid Gas A/c. by Cash, £7 13s.; Balance the 
Ledger A/es., bring down the Balances, and extract a Trial 
Balance as on Jan. 8th, 1913. ; 


The NATIONAL UNION of TEACHERS holds examinations 
in the usual three stages of Book-keeping in March or April, the 
entrance tee for the Elementary stage being 2/-. The scope of 
the Elementary examination is quite reasonable and compact, as 
may be gathered from a perusal of the following Papers. A copy 
of the Syllabus may be obtained from the Secretary, Hamilton 
House, Mabledon Place, Euston Road, London, W.C. I for 3d. 


National Union of Teachers (Zlementary, 1908.) 


4. How is the Net Profit or Loss arrived at from a set of 
books ?. If the totals of P. & L. A/c. were £60 Dr. and £100 
Cr., would you call the balance a profit or a loss? 2. What do 
you understand by Ledger, Bought Ledger, Sold Ledger, 
Customer’s Ledger ? 3. Tell the state of John Brown’s business 
from the following particulars, which you are to set out in 
proper form :—James White, Thomas Black, and Henry Green 
owe him £150, £280, and £390 respectively. He owes Walter 
Williams £240, John Jenkins £410, and Philip Parkes £500. In 
addition he has Cash in hand £20, and Goods on hand £160. 


Ex. On lst Jan., 1908, the state of Henry Flint’s business was 
as follows :—Cash in hand= £350 12 6. Goods on hand £410. 
Debtors :—A. Berks £100 7 6, B. Devon £75 5 -, C. Kent, 
£32) 15 —. Creditors :—D. Lancs £225 5 —, F. Yorks £80 15 -. 
Enter, post, prepare T.B., and make out P. & L. A/e., and B/S. 


J an. 1. Paid Salaries ..........cecccnccecceetes £25 10 —- 
» 2. Paid Rent... 2s. eee eee tee ieee 30 56 = 
» 4 Received Cash of C. Kent £217; allowed Dis. 315 — 
» 6. Paid for Stationery ......+---seeeeeeeeee 212 6 
» uw. Sales to C. Kent... 2 eee eee eee 131 10 6 
; 8. Recd. Cashfor Bad Debt previously written off 15 10 9 
» 9. Bought Goods of D. GRINCH teases ett eed s- 50 - - 
, 10. Received Cash of A. 4 Bet Sh Lay mea 75 - - 

Wrote off Balance of his A/e.asa Bad Debt 25 7 6 
Pils Casi OaleS cece. cece cet tes ret te 7510 = 
», 13. Cash received from CeiComntit aco sa esse ve ncee 100 - ~ 
3 14: Paid Wages .....0-5-+-- +++ eee ees beeid ons 10 7 6 
» 15. C. Kent bought GOOUsE He sme ee bn . 41 9 6 
», 16.. Cash Purchases. ......- 201-21 eeee reer ees 68 fe 4 


» 17. Paid D. Lancs Cash £124 ; Dis. allowed £1 5 125 


Jan.18. F. Yorks purchased Goods ...........+.. £30 


-s, 20. Cash recd. of B. Devon £74; Dis. allowed £15 75 5 — 
.y, 21. Purchases from G. Notts ...... SO 128 18 6 
» 22. Paid F. Yorks Cash £49; Dis. allowed £115 5015 —~ 
yD 2o.= pales to; Bs Devonon, sesh ae 112 52 
», 24. Paid Cash to D. Lanes £98; Dis. allowed £2 100 — —_ 
#) 2OTe Paid Wages taradniinten os wien eae NO ALT 6% 
3) 28-.B: Devon: bought-Goodsi>.....a.ssesueee. 35 = - 
3» 29. - Bought Goods of B. Yorks -.-2-.......+.. 76 4 6 
», 31. Drew Cash for private purposes .......... 20 - — 
», 31. Interest on Capital ........ Sats eee 4 10 = 


Goods on hand £366 — 4d. 
National Union of Teachers (Hlementary, 1909.) 
1. Give the meanings of the following :—Account, Commission, 
Posting, Solvent, Sterling, Voucher. 2. Rule a model Sales 
Book, and enter two of the following items to each of two names 
_ (and dates) of your own choice :—6 gross buttons at 5d. per doz. ; 
20 yds. silk at 10/6 yd. ; 5 doz. hats at 2/6 each; 90 ties at 21/- 


per doz. 3. Hach day, from Monday to Saturday (six days), a— _ 


costermonger bought 17/6 worth of fruit. His takings were 
23/- daily. On Saturday night he reckoned he had 2/6 worth of 
fruit left. Make out an A/c., showing his profit for the week. — 

Ex. On Ist Jan., 1909, the state of Francis Fair’s business was 
as follows:—Cash in hand, £365 ; Goods on hand, £420, 
Debtors :—B. Best £115; D. Dean £890 ; K. Kew £315. 
Creditors :—L. Lord £205; Y. Young £90. Enter, post, 
prepare T.B., and balance. 3 


Janst.- Paid Rent--. 2. oe wCaretehe cep epaust avetetate oe £25 -—- = 
» 2. Reed. of K. Kew £197.10-; Dis. allowed ex 
L210 Sete ee ee Saar eeho re 200 -— = 
we 40> Paid: Water Rate. =... 20 iar -5 § = 
9 6. Sales to K, Kew: sown. cscs eh 0 Ee 
» 7. Reed. Cash for a Bad Debt written off last year 24 12 8 
» 8. Bought Goods of L. Lord ......... See ce 65 10 6 
» 9. Received Cash of B. Best ............-.. 102 12°-6 
Wrote off the balance of his debt as bad Si 6 
2 $1: Cash Sales: Sas ee ee 90-34 
= 0 12a- Cash Purchasesssss a.) ones PES PTO 70 13 4 
» 13. Récd. Cash of K. Kew £113 126 ; Dis. allowed 
CTS eee eee rs ce 115 -— - 
», 14. Pd.L.Lord Cash £146 5 - ; Dis.allowed £315- 150 — — 
»» 15. K. Kew bought Goods .........2.,...... 382. 8 4 
aap Oam ald: Wiaseg o> mc. ces ee a Saye 8.15 
»» 18. Y. Young purchased Goods ............. 30-2136 
» 19. D, Dean paid me £78 8 -; Dis, allowed £1 12 - 80 -— = 
» 20. Purchases from N. Nash ......:......... 10 -~— 
» 21. Paid Y. Young Cash £53 ; Dis, allowed £1126 65412 6 
» 22." Sales to D, Dean «2... 0 ica) caw 120 138 4 
pede + Paid WASCSs sensi. 03:55 soe eee Selbr = 
», 25. Paid L. Lord Cash £53 12 6; Dis. allowed 
EL OR et oh Peises: sineetone 565 -— -~ 


F iean.28, D. ‘Dae bought Goods .. 


Sele ae Wales apie) SLO 


8 

y, 27. Paid N. Nash Cash £35 ; Dis. allowed £110- 3610 — 
», 28. Y. Young sold me Goods che wttes wes eaees- 80 LO 9 
=;, 29. Drew Cash for Self........ ents ee Seine 25 - = 
pee PEO MalaMOe@ «02 sae s ah a oe calcein peee sak 35 - = 
3 30, Interest.on Capital... 25.6 c. cence 7) 4-3-4 


Stock on hand £495. 


National Union of Teachers (Hlementary, 1910.) 


1. If you were a clerk in an office, and somebody brought you 
the Purchases Book and told you to post it, describe fully what 
you would do. 2. John Baker, merchant, had cash in hand 
£100 and goods on hand £200. His creditors were :—B. Black, 
£130; G. Green, £250; W. White, £120. His debtors were :— 
B. Bray, £50, and M. May, £80. Make out a B/S. and say 
what it tells you about the state of his business. 8. Open a 
ledger a/c.. for Geo. Scott. Debit him with balance £20. 
Charge him £1 interest. Credit him with cash £15 and goods 
£20. Debit him with goods £40 and charge him £2 carriage. 
Balance his a/c., bring down the balance, and say whether he or 
you must pay it. 

Ex. On Ist Jan., 1910, the state of George German’s business 


Ayres, £120; B. Baird, £75; Bee Cass, £250. Creditors :—D. 
Dan, £145 nee E. easton. £55. Find and credit Capital. Enter 
the transactions in suitable books, post, draw out T. B., balance 
and make out P. & L. A/c. and B/S. 


Jan. 1. Received Cash of A. Ayres .........+00- - £104 12 6 
Wrote off his Balance as Bad Debt ...... 15-7 6 
peo Reed. @asit of (, Cassa 22 tu eis wee sae 147 17 6 
PAS @weed dE AIS oaoreie ss. 0: seve else + siete et A 2 2 6 
ede Paid 10 SbatIONCLY: acc cies se VU ore ao eseiove 2°13 4 
pa 42 Cash Sales— rr ieee ost Waa cteirasr otce meas 95 4 6 
> & Cash Purchases~...;> ene este te ae A 85 3 4 
» 6. Sold Goods to C. CasS ....... sess eeenee 145 10 4 
ee Ge PAI WAROS eee ac vis eres 6d oar v + osteo 0 ole —-7 15 6 
» 10. Purchased Goods of D. Dan............. 7510 8 
» 11. Received Cash for a Bad Debt written off. . 25 5 = 
», 12. Paid for Painting Premises ............. 10 3 6 
5, 13. Drew Cash for Self... oe he ee oes i 
, 14. Charge B. Baird int. on his overdue a/c. 12.36 
» 15. C.Cass paid me Cash ...........0 esos 98 13 4 - 
FAM OWeCeGISCOUL beans a sttke oi elena are woe 1 6 8 
,, 17. Cash paid to D. Dan, £107 12s. 9d. Dis... alts) 
» 18. Sales to C. Cass ...... cece eee cece eens 47 15 2 
,» 19. HE. Euston bought Goods .............-. 32.10 9 
», 20. Received Cash of B. Baird ............. 76 1 6 
» 21. F. France sold me Goods .........-....- 160 7 6 
» 22. Paid HE. Euston Cash, £20 10s. Dis. in 
PALO SOPs (RS vere cetia ef eine oe seo eee te 119 3 
715 6 


9p 22. Paid Wages ...-.-+-ceee cece ce dereeces 


A ee 


was as follows :—-Cash, £420; Goods, £510. Debtors :—A. 


Sales to B. Gaird! osc) te eee Te 


Pd. D. Dan Cash, £33 188. 6d. Dis. in 


6 
6 
. eee ; 4 X 
», 28. Pd. F. France Cash, £58 10. He allowed dis. 110 - 
30 Os Paid Salaries sia '5 6s .06 2 eee ‘ 32.17. 6 
» 3l. . Interest on Capital ............. Pas, esate 5 - = 
Goods on hand, £482. 13s. 9d. 

, 


te National Union of Teachers (Hlementary, 1911.) 

s 1. Rule a model Petty Cash Book. Enter £10 Cash in hand. 
Pay for six different items of expense, and balance your books 
for commencing the next period. 2. When a merchant keeps his 
books by Single Entry he neglects to keep certain a/es. Which | 
are they ? Explain how he finds the profit he has made during 
the year. ~ : 

Ex. On Ist March, 1911, Samuel Sparrow, Merchant, had 
Cash, £360 10s. 6d. ; Goods, £450 15s. Debtors :—James Crow, 
£220 12s. 6d.; Thomas Finch, £150 17s. 6d.; John Jay, £270 
4s. 6d. Creditors :—Louis Lark, £180 17s. 9d.; Robert Rook, | 
£200 2s. 3d. Find and credit his capital. Enter in suitable y 
books, post, draw out a T.B., balance the a/es., and make outa | 
P. & L. A/e. and B/S. 


Mar. 1. Samuel Sparrow drew Cash for self ....... £20 - - 
» 2. Received Cash from J. Crow, £210; Dis. .. 1012 6 
3p o.voh ald 30P, Postagess.. a lgiseie ae ee Cees et (A) 
woud. Cash Purchases. 2. asta ce eee 2102 5-3 
»» 0. Sold: Qhods tod, Crow.) cccnt eee 175 6 8 

Charged him for carriage pd. on above Goods 113 4 
», 7. Received Cash of T. Finch £147; Discount 317 6 
ofc Os. Paid Wbteg ales, iv ca eh sas Se ee ed be 
\ py 3 Cash: Sale s.o ie nictoc-ckae din sis ote 130 2 6 
x; 10; “2 Fineh. bought. Goods... s+. ashen 180 138 4 
soli Salestogk. Lark. 6 eee ee ee 50 - - 
», 138. Paid L. Lark Cash £127; Received discount 317 9 
3. 14 Sales :to-bs Robin seine) oe ee 135 11 8 
», 15..~ Purchases from L. Lark .......3.+..-05.. 215 10 6 
», 16. Paid R. Rook Cash £195 ; Received discount 5 2. 3 
», 17%. Received Cash from H. Robin ........... 35 11 8 
», 18. J. Crow bought Goods .................. 2810 —- 
» 20. R. Rook sold me Goods ............- 000 . 165 6 = 
5 21. Recd. Cash of John Jay in full settlement 25510 — 
Wrote off his balance as Bad Debt ....... 14 14 6 
», 22. Bought Goods of Charles Wren .......... 54-2" 6 
», 23. Received Cash for a Bad Debt written off two 
VOCALS AB OSs ats (sions peliodeva eae eee meena ett 2715 — 
»» 24, Purchases from R. Rook .............. -- 4510 2 
# 20s, Dada. Biol: Cash Vo) 80s Co eae te 100.- - 
» 27. Received Cash from J. Crow ............., i oe 
yy 29s PBR WiSSOB 250 os oer cae 16 17 6 
ry 20.7 Paid: Renven oa.5 5 vo oma kee eR 25 - + 
2 31. _ Interestion Capital 3... oo. Sere. en Sel oie 


Stock on hand, £529 14s. 9d. 


: 
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National Union of Teachers (Elementary, 1912.) 


4. What is meant by an entry, a posting, a debit, a balance, 


- an account, a sales ledger, a limited company ? 2. In space No, 


20 of your Ledger make out a model Profit & Loss A/c. showing 


_ & balance of £150 profit. The a/c. should show three different 


items of loss and two items of profit. 


Ex. On Ist Jan., 1912, Henry Hart had Cash in office, £120 ; 
Cash at Bank, £425 12s. 6d.; Goods on hand, £550 10s. 


' Debtors :—A. Allen, £210 15s. 6d.; B. Best, £360 4s. 6d.; C. 


Crane, £120 7s. 6d.; D. Dare, £175 10s. Creditors :—E. Eley, 
£130 6s. 8d.; F. Fish, £280 13s. 4d. Find and credit his 
Capital. Enter in suitable books, post the Ledger, draw a T.B., 
balance the a/cs., and make a Profit & Loss A/c. and B/S. 


Jan. 1. Charge A. Allen interest on his overdue aje, £1 1 8 
Purchased Goods with Cheque ........... 215 7 6 
» 2. Recd. Cheque in full discharge of Dare’s a/e. 153 11 3 
; _ Wrote off his balance as Bad Debt. 
» 3. Received Cheque from A. Allen .........¢. 211 v 2 
» 4. <A. Allen bought Goods of me-............ 180 12% 6 
Paid Charges for him from Office Cash .... 1 7 6 
», 5. Received Cheque from A. Allen .......... 82 -.- 
mom. a malo te A. Allen niin. 60k pale e eres eet DT - 34 
Paid Wages from Office Cash............. 410 - 
» 8. B.Best sent his cheq., £351; allowed Dis... 4 6 
pe Ue _Sold-Goods to Bs Best.2..2 tts ee 250 10 2 
Paid Rent with Cheque .............0005 20 - - 
mL, --Purehases from ©, Crane 5... foe sca. coc cvs 25 10 — 
», 11. Reed. Cheque from C. Crane, £90106; Dis. 4 7 - 
3, 12. ©. Crane bought Goods 2... .i...0s.ececes 110 8 4 
,, 13. Paid Rates with Office Cash ............. 6 3 4 
Received a Cheque for Goods ............ 150 6 8 
», 15. Received Cash fora Bad Debt ........... 1665 - 
», 16. Posted a Cheque to H. Eley, £127 10s.; Dis. 216 8 ~ 
t L/ee Bought Goodstot-H. Hey = siekin. cones 0% . 155 7 6 
Drew —Cheque-for selts Via ey eee oe » 2 —- = 
» 18. Drew a Cheque for H.'Eley ..... odo oar , 105 7 6 
5) 19. “EL. Hleoy sold me-Goods* i.0...0 ce. ies ,. 14013 4 
;, 20. Paid Wages with Office Cash ........... 3 410 - 
poe Eis pDOUrhtsGOOUS-nii.1'9% cece 5 + ks 130 — — 
», 23. Posted Cheque to i. Fish, £147 6 8; Dis.,. 3.6 8 
pet. Purchased irom hs PISD sy is. celts vie gps s 245 410 
» 25. Bought Goods from K. King ............ 78 2 6 
» 26. Sent King a Cheque for half cost of Goods 39 1 3 
» 27. L. Lane bought Goods of me ....... Pee oUae leo 
oO. Nent-Cash to Bank. Acai cles sckeyee eee 100 - = 
3, ol. -Interest on Capitaloe. os. 6... eee aero 613 4 


Goods on hand, £241 3s. 8d, 
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National Union of Teachers (Zlementary, 1913.) 


1. Explain: cheque, insurance, commission, bankrupt, 
insolvent, composition. 2 A friend in a merchant’s office tells 
you that he keeps a sales’ ledger. Give a short account of his 
daily work. 3. A merchant examines some of his books and 
notes that the Cash Book is £50 in debit. John Brown’s a/c. 
is also £50 in debit, but Discount’a/c. is £50 in credit. Say 
exactly what these figures mean. : : 

Ex. On Ist Jan., 1913, Z. Zeno had Cash in office, £69; Cash 
-at bank, £535 7s. 6d. ; Goods on hand, £650 12s. 6d. Debtors: 
Q. Quick, £325 10s.; R. Rich, £450; S. Saint, £265 10s. 
Creditors: T. Turk, £175 13s. 4d.; U. Ure, £100 6s. 8d.; 
V. Vine, £220. Find and credit his Capital. Enter the trans- 
actions in suitable books, post tothe Ledger, draw out a Trial 
Balance, balance the a/cs., and make a Profit & Loss A/e. and 
B/S. (N.B.—AIll cheques are to be passed through the bank 
same day.) = 


Jan. 1. Recd. cheque from Q. Quick, £315 5s., Dis. £10 5 


Llane i 


», 2. Charge R. Rich interest on his account ... 3 15 
990s ke: Rich bought. GeOOds sss wene sesh ees 215 7 
» 4 Paid Wages—Office Cash ............... 8 7 
ae. Sales to. @:: Qulckon. jets sai wk Se ‘180 12 
», 7. Received Cheque from R. Rich ........ .. 453 15 
>, 8. Paid Gas A/c.—Office Cash«..s...%.. cesses 7:10 
» 9. Reed. Cheque from Q. Quick, £177 12s. 6d. ; Sy 
Digi cs. Rep aaums She ae 3 - = 
» 10. Received Cheque from the trustee of S. Saint 
in full discharge of his a/c., £232 6s. 3d.; 
Wrote off balance as Bad Debt ........ 33 3 9 
» 1l. Paid T. Turk Cheque, £171 6s. 8d.; Discount 4 6 & 
», 13. -Q. Quick purchased Goods ...........20. 190 10 6 
», 14. Received Cheque from R. Rich .......... 107 13 9 
95 2k Os ek Lurk solds- Goods’ eis a 150 7 6 
+, 16. “Sent Office Cash to Bank <2 2. -s2) 2.2 o, 20 - — 
ait. Purchases from. Ta Gurker. vse eee 275 17 6 
», 18. Paid Wages—Office Cash ............... 8 7 6 
», 20. Drew a Cheque for U. Ure, £97 3s. 4d.;-Dis. 3 3 4 
» 21, Received a Cheque for Goods ............ 80 6 8 
», 22. Drew a Cheque for T. Turk; £147 10s.; Dis. 217 6 
», 23. Purchases from U. Ure ...... sateen “180 10 6 
Sales::to-W.. Waresie oo asta ease 270 15 — 
» 24. Reed. cheq. for Bad Debt written off last year 35 — — 
se Oay Ales FOV. Vino Sin a aateeny cea eee eta TE As 6 
Received W. Ware’s Cheque ............. 135 7 6 
» 27. Paid Water Rate with Office Cash ........ Re oo tes 
» 28. Drew a Cheque for V. Vine, £104 10s.; Dis. 3 2 6 
2» 29 Bought Goods from V. Vine ............. 265 12 6 
»» 30. Drew Cheque for Clerks’ Salaries ......... 35°.-— = 
», 81. Z. Zerio drew Cheque for self ............ 25 ~— - 
Interest on Capital ........ Were elas Pees eed LOS oe 


Goods on hand, £606 7s. 7d. ea 


3 
= 


— =" 


BILLS OF EXCHANGE. 


‘131. Payments in coins, notes, and cheques, 
are not the only methods adopted in the commercial 
world for the transfer of money. BILLS OF EX- 
CHANGE or DRAFTS, which are stamped promises to 
pay a sum of money on a given date, play an important 
part in the transactions of modern business. A Bill of 
Exchange is an instrument intended to enable a creditor 
who has funds in the hands of a debtor to transfer them, 
or a part of them, to himself or to a third party. These 
documents are the means of expanding or contracting 
credit to méet the varying demands of trade and are 
usually employed (a) where it is inconvenient to make 
immediate or direct payment of cash ; or (6) in order 
to observe the custom of some particular trade. 


132. During the course of your business life you 
may wish to make a purchase of goods and to take 
advantage of the state of the market just at a time when 
you have not at your command sufficient cash for the 
purpose. Knowing full well, however, that a few 
months hence you will have ample cash, and not wish- 
ing to miss the chance of making a bargain you propose 
to purchase from Merchant & Co., goods to the value of 


__ £200. You inform that firm of your inability to pay 


for the goods at once, but relying on your trust- 
worthiness, they invoice you the goods, and draw a 
three months’ bill, which you accept, thereby promising 


to pay the £200 at the expiration of that period. The 


discount which Merchant & Co. might have allowed 


you for prompt cash payment, is, of course, forfeited. 


133. The chief advantages of a B/E. are :—(1) It is 
a convenient method for the transfer of debts and a 


_ perfect mechanism for the settling of credit trans- 


actions ; the trouble, risk and expense of transmitting 
coin or notes being avoided, as a bill is generally dis- 
charged through the medium of the banks. (2) It is 
a legal acknowledgment, and not a mere record of a 
debt, whereby the exact amount is stated and the exact 


time for payment is fixed, thus ensuring punctual pay- 
ment from otherwise dilatory customers. (3) It is a 
negotiable instrument and exchangeable for cash, 
working capital being thereby increased. <A creditor 
may have thousands of pounds of book debts and still. 
be financially embarrassed ; but if he can arrange for 
some of his debtors to discharge their indebtedness by 
B/E. he will then be able to gain financial relief by 
negotiating—cashing—some of the bills. Merchant & 
Co. could deal with your bill in three ways : (a) retain it 
until it became due, (6) transfer it by endorsement to a 
creditor, (c) discount it, i.e., they could obtain the value 
of the bill before the expiration of the three months 
from a banker or bill broker, subject to the deduction 
of a small discount. (4) Prempt legal recovery in 
case of dishonour—non-payment. Should you fail to. 
pay the amount when due it would not be necessary for 
Merchant & Co. to commence an action against you for - 


the price of goods supplied, but simply for payment of — 


the amount, interest and expenses of the dishonoured 
bill—the fulfilment of your promise to pay. If you 
raised any pleas, as to non-delivery of goods, short 
weight, inferior quality, excessive price, &c., they 
would all be of little avail in the face of your written 
promise to pay the amount, which legal acknowledg- 
ment would be taken as almost conclusive evidence of 
your indebtedness. (5) It gives you, the debtor, time 
to convert the goods purchased into money, and thus 
enables you to provide the cash to discharge the B/E, 
when it becomes due. 
134. A BILL OF EXCHANGE (B/E.) according to 
the Bills of Exchange Act, 1882 (45 and 46 Vict., chap. 
61), “is an unconditional order in writing, addressed 
by one person to another, signed by the person 
giving it, requiring the person to whom it is addressed 
to pay on demand, or at a fixed or determinable 
’ future time, a sum certain in money to or to the order 
of a specified person, or to bearer.”” An instrument 
which does not comply with these conditions, or which 
orders any act to be done in addition to the payment 
of money is not a B/E. A Bill payable on marriage 


Ul 


would be invalid, as the event may never happen ; 
while one payable on death is valid. There are two 
kinds of Bills :—Inland and Foreign ; the former being 
those both drawn and payable in the British Islands, 
which include the Channel Islands and the Isle of Man. 


EXAMPLE oF Drart. 


No. 1. £200. HUDDERSFIELD, 18th August, 1907. 


I ae essed) = THREE MONTHS after date, pay to our order 
tamp 


Pwo TWO HUNDRED POUNDS, value received. 
Shillings.| . 


_ To Mr. Albert Pupil, _ MERCHANT & CO. 


113 New Street, Leeds. 


135. It is usual for the Drawer to consult ing own 


_ Convenience as to how he shall direct the drawee to pay 


“ 


the money :—(1) at what time ; (2) at what place ; (3) 


_ towhom. For instance, the bill may be payable: (1) 
_ at sight, six months after date or after sight ;_ (2) in 


London, or at the Union Bank ; (3) to the drawer, to a 
third party, or to bearer. In practice there are five 
essentials in drafting a bill, which is generally done by 
filling up either a-blank bill stamp or a lithographed 
form already impressed with a stamp sufficient in value 
to cover the stamp duty payable thereon. 


1. The Date sttould be so clearly written at the top 
right-hand corner of the draft that it cannot be easily 


altered, as the term or period of the bill: generally 


commences to run from the date. A bill issued 
undated, is not invalid, and any holder may insert the 
true date, or what he believes to be the true date, and 


the bill is then payable accordingly. 


2. The Term (Three months after date), sometimes 
called the Currency or Tenor of a bill, is the period 


intervening between the date upon which the bill is 
drawn and that upon which the amount becomes due. 


3. The Amount (known as the contents of a bill), 
should be accurately stated at the top left-hand corner 


_ in figures, and in the body of the draft in words, 


see a rahe I TE fe 


4. The Parties necessary to every bill, number 
/hree, though sometimes the functions of two of these 
parties are performed by the same person. They are 
called the Drawer, the Drawee, and the Payee. 


(a) The Drawer is the party who writes out or 
drafts the bill, which he signs at thei foot, as 
Merchant & Co. The Drawer is supposed to be the 
Creditor of the Drawee. 


(b) The Drawee is the person to whom the order 
or request for payment is addressed, as Albert Pupil. 


(c) The Payee is the party to whom the money.is 
to be paid. In the above example the Drawer and 
the Payee are the same—WMerchant & Co., “ pay to 
our order”? means pay to Merchant & Co., or to any 
other person whom they may authorise by endorse- 
ment. Instead of the words “ our order ” they might 
have inserted Lee & Co. or order, in which case the 
bill would have been payable to Lee & Co., and there 
would then have been three different. parties con 
cerned. A bill may be made payable to the holder of 
an office, thus :—‘‘ The Secretary, Halifax Chamber 
of Commerce ”’; or ‘“‘ The Treasurer, York Infirmary.” 


5. TheStamp. Before being drafted most inland 
- hills require to be impressed with ad valorem (according 
to value) stamp duty at the rate of 1/- for every £100, 
and also for any fractional part of £100 if the bill 
exceeds £100. When the amount— 


does not exceed £10 the stamp required is 2d. 
Exceeds £10 and does not exceed £25 stamp 3d. 
ey) £25 »? oe) £50 29 6d. 
2? £50 39 33 £75 99 9d. 
2”? £75 22 29 £100 ” Is. Od. 


Bills payable ‘‘on demand,’ “‘ at sight,” or within 
three days after date or sight, for whatever amount, 
only require a two-penny stamp, either impressed or 
adhesive, but if the latter it must be cancelled by the 
drawer of the bill. A Bill payable with interest does 
not affect the stamp, unless a specific sum is named, 


Ss ae 


though the interest be payable from a date antecedent 


to the date of the bill. Bills drawn in the Channel 
Islands and the Isle of Man are foreign bills so far as 
the Stamp Act is concerned. A foreign bill negotiated 
in the U.K. but drawn as well as payable out of the 
U.K., is only liable to an ad valorem stamp duty of 6d. 
for every £100. The Penalty for issuing or negotiating 
unstamped bills is £10. 
136. Unlike other contracts, the consideration for 


_a B/K. is presumed till the contrary is made probable. 


Although it is superfluous it is nevertheless-the custom 
to add to a bill the words value received. They are 
intended to imply that the bill has been given in 
exchange for a consideration, that is, actual or real 
value or benefit previously received in the form of 


goods, cash, or services. 


137. Procecure relating to transactions in Bills. In 


order to fully grasp dealings in bills you will find it 


instructive to follow the procedure concerning a few 
simple transactions. On receipt of the cloth purchased 


from Merchant & Co., on the 2nd August, you would, 


of course, inspect its condition and generally compare 
the particulars on the invoice with the material itself. 
Tf any discrepancy occurred, as short lengths, excessive 
price, inferior quality, or damaged pieces, you would at 


once communicate the fact to Merchant & Co. Assum-__ 


ing, however, that you have made no complaint about 
the cloth, all being in perfect order, you would in the 
course of a few days receive from Merchant & Co. a 


- draft for £200 enclosed in‘a letter as follows :— | 


50 King Street, * 
HUDDERSFIELD, 18th August, 1907. 
Albert Pupil, Esq., 
: 113 New Street, Leeds. 
Dear Sir, 

We beg to enclose a three months’ draft on you for £200 
which we will thank you to accept and return to us, made payable 
in London. : 

Yours faithfully, 
MERCHANT & CO, 


On receipt of the above you would refer to your 
Ledger to see that the amount was correct, and after 


Ee a rs Cie ‘ashe 


ime h 


earefully examining the draft would accept it, when it 
would appear as follows :— 
EXAMPLE OF BILL OR ACCEPTANCE. 


fects a (3 Zz Qumderstield LA Legusl70 : 
paso 3 SY 2 7 LOH be YZ dale-flay fr asd vlep 


138. To ACCEPT A BILL is to signify your assent 
to the order of the Drawers—Merchant & Co., by writ- 
ing your name across the face of the Bill, thereby 
engaging to pay the amount specified when due. Before | 
accepting the bill you were merely the Drawee, but hav- 
ing now made yourself liable to pay the £200 in three 
months, by accepting the bill, your capacity is changed 
to that of Acceptor. The bill may now be termed an 
Acceptance, the simple meaning of which is “I will 
pay.” An Acceptance is not binding when given by 
any other person than the Drawee ; thus, if a bill be 
drawn on Henry Brook, and be accepted by Henry 
Wild, the latter would not be liable on the bill. The 
Drawee is entitled to retain the bill for 24 hours, but 
after that he must re-deliver it accepted or unaccepted. 
The Drawee may sign before the Drawer’s signature is 
written, or he may signa blank stamped form. Accept- 
ances are divided into general and qualified. A general 
or Clean acceptance assents, without qualification, to 
the order of the drawer. The naming of the place of 
payment without adding and there only does not take it 
out of the general class. A qualified acceptance is one 
which, in express terms, varies the effect of the bill ag 
drawn. The qualification may be conditional, partial, 


2 


159 


t local, periodical, or the acceptance of one or more of © 
_ the drawees, but not all, as :— y 


Accepted on condition of three months’ renewal. 

Accepted for £100 only. 

Accepted payable at Lloyds Bank, and there only. 

Accepted payable in four months. 

The holder of a bill may refuse to take a qualified 

acceptance, and may at once treat the bill as dis- 
honoured by non-acceptance for want of a general 
acceptance. If he takes a qualified acceptance it will 
bind the acceptor and all subsequent parties, but it will 
not bind those who have’ already drawn or endorsed, 
unless they have authorised it or assent to it expressly 
or by implication, and they will consequently be dis- 
charged on the holder taking it. While the signature 


. of the acceptor is alone essential in accepting a bill, it 


is nevertheless customary to preface the word Accepted 
and add the place of payment, which, if omitted, is. 
taken to be the usual place of business of the acceptor. 
The place of payment is known as the domicile, and the 
above bill will be a Domiciled Bill, because the place of 
paymentisstated. After accepting the bill and making 
the entries in your books you would write a note 
returning the Acceptance to Merchant & Co. 

138. DAYS OF GRACE. Now this bill would be- 
_ come due or mature on the 21st November, 1907, being 

three calendar months after its date, plus three extra 
days which are known as days of grace. According to 
an old custom, no B/E., except those payable on 
demand or at sight, is really payable in the U. K. until 
three days after the expiration of the currency or term 
of the bill. These three days must be added to the 
term before you can arrive at its due date. Originally 
they were merely a matter of indulgence, grace, or 
favour, but they have now acquired legal force, and 
- must be allowed unless the bill otherwise provides, as— 
“On the 2nd June fixed pay,” or “ Six months after 
date, without grace, pay.” 

140. MODE OF PAYMENT. A few days before 
the bill became due, or arrived at maturity, it would be 
necessary for you, the payer, to inform your banker, 
that the payees, Merchant & Co., would be presenting 
—_— 


aegis 
ape 
af 


“ ? 
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to your banker’s London Agents—Lloyds Bank—the 
bill for payment. You would notify or advise him of 
this by means of an— R 


141. ADVICE SLIP, which is a formal note, con- 
taining particulars of bills, addressed to a banker, 
advising or requesting him to pay or honour the bills 
specified, and to debit the a/c. of the acceptor with the 
amount. Bills presented for payment are frequently 
dishonoured for want of advice, or as is sometimes 
termed, No Orders. — 


Acceptor. Drawer. Date. Term. Amount, 


Albert Pupil ..| Merchant & Co. | 18 | Aug. || 3 mos. 200 


To the West Riding Banking Co., Lid., 
Please advise Lloyds Bank to honour the above acceptance, 
amount £200 0 0, and charge the same to account of 


Leeda, 18th November, 1907. 


142. On PRESENTATION of the-above bill, by 
-Merchant & Co.’s Bankers to Lloyd’s Bank, the latter 


would pay the former the amount and take possession 
of the matured bill on your behalf. When a bill is thus 
disposed of, it is said to be honoured, redeemed, taken 
up, met, lifted ; all of which denote payment. The 
next time you had your Pass Book entered up at the 


Bank you would find that your a/c. had been debited | 


with the £200, which had been paid to meet your 


acceptance. Therefore, on advising the Bank to meet a 


B/P., always either record the transaction in the 


Journal :—B/P. Dr. To Bank, or, in practical work, on 


the Cr. side of Cash Book :—Nov. 18, By B/P. £200. 


143. PAYMENT OF BILLS. A bill is said to be 
discharged or extinguished when duly paid at maturity 
directly on presentation, which is called by business men 


a payment in due course. The discharge of a bill is — 


effected either by the holder’s receipt on the back of it, 


or by simply cancelling it. The bill thus discharged is, _ 
in both cases, returned to the drawee or his banker. 


ALBERT PUPIL. — 


Pe en ee ee ee ee Pw em Ue, 


Every bill (except those on demand or at sight) must be 
- presented for payment either to the acceptor, or to the 
bank where it is made payable, on the last day of grace. 
Failure to observe this would result in all the parties to 
the bill, except the acceptor, being discharged from 
their liability. When a bill is accepted on condition of 
the presentment at a particular place and there only, or 
with words to the like effect, also where a Promissory 
Note is expressed in the body to be payable at a 
particular place, it must be presented even to charge 
the acceptor. Should the last day of grace fall on 
Sunday, Christmas Day, Good Friday, or a public fast 


or thanksgiving day, it is payable on the preceding 


business day; if on a Bank Holiday, then on the 


succeeding business day. If a bill is lost before it is_ 


overdue the drawer may be compelled to give a 
duplicate to the person who was the holder, upon his 
giving sufficient indemnity against the claims of any 
person who may become possessed of the lost bill. 
‘The loser should immediately give notice of the loss to 
the parties liable on the bill, and a public advertisement 
should also be given. The party who has lost the bill 
must, nevertheless, make application to the drawee 
for payment at the time it is due, and give notice 
of dishonour. : 

144. You will observe in Ex. 34, 10th August, that 
you Received from A. Brand his acceptance at 1 month 
for £100. This transaction signifies that A, Brand 
owed you £100; and that you drew. a draft upon him 
for the amount ; which he returned to you duly accepted, 


EXAMPLE OF ACCEPTANCE. : 
HUDDERSFIELD, 


‘No. 1. £100. 


3 
a 3 10th August, 1907. 
ee ATE aes 
| 7 EEL rasé a to my order 
lImpress’'d) ON MONTH after =a date pay y , 
| oeee the Bune of ONE ee HUNDRED POUNDS 
Shilling. yale received. $a 8 
q,4 
To Alfred Brand, Hsq., fe 
Dock Street, 3 ALBERT PUPIL. 
“ Gj 
Hull. rat 


ae =e oe 


Pee 


oo yh eae Je, 4 
Se fe fy Se) SC eae 
! Pat Asm 
Te Ses sg ed t- 
162 yo ee 


145. This bill, ot which you are the heider, would 
become due on the 13th September, 1907. Three or four 
days before that you would endorse it, and, along with a 
Credit Stip (see par. 67), hand it to your banker, just as 
you would a cheque, fer collection, from Glyn, Mills & 
Co., who would pay the amount on behalf of Alf. Brand, 


and thus meet, honour, or redeem the bill. Your banker 


would, of course, credit your a/c. with the amount he 
had received in respect of the bill. On paying bills inte 
bank for collection, either record the transaction in the 
journal :—Bank Dr. To B/R., or on the Br. side of the 
Cash Beok :—Mar. 10, T'o B/R., £185 12 6. 


_ 146. ACCOUNTS OF BILLS. I: will be quite clear 
to you that the above bill is Payable by the person 
accepting it, viz., Alf. Brand ; and Receivable by the 
person holding it, viz., yourself. Therefore, in record: 
ing transactions concernine bills, you would call those 
going Out, which you have accepted or undertaken to 


pay, Bills Payable; and those coming in, which you. 


hold from others, Bills Receivable. . Previous to Ali, 
Brand accepting your bill for £100, that amount stood 
to his debit in a personal a/c. in the Ledger, but 
immediately he accepted the bill his indebtedness 
changed from the form of a book debt to that of a nego- 
tiable instrument, a written promise to pay, which is a 
Bill Receivable to you. This Bill is something real and 
tangible with which you can deal and for which you can 
obtain money, or use for the payment of a debt. Hence 
the a/cs. of Bills Payable (B/P.) and Bills Receivable 
(B/R.) must be regarded as Real a/es., the rules for 
entering which, you will remember, are :—Value com- 
ing §n is Br., value going Out is Gr. You must not fail 
to remember phat it is the acceptance which gives the 
bill its value, therefore no entry must be made until the 
Bill is accepted. B/R.—On an acceptance coming in or 
being received by you, as from Alf. Brand, you would 
journalise it thus :—B/R. Dr. £100, To Alf. Brand, 
£100. (See par. 171.) And on the arrival of the due 
date, when the Bill goes Gut, on being honoured or paid 
by Alfred Brand, thus :—Baink or Cash. . Dr; £100, To 


- 
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. 
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~B/R. £100. In practical work the entry in the Cash 
Book would be on the Dr. side, thus :—J'o B/R. £100. 


As mentioned in par. 133, the holder of a Bill may 


negotiate it, 7.c., endorse and pay it away to a creditor, 


as in Ex. 40, where T. Long’s acceptance is paid by you 
to W. Hill, which transaction would be journalised 
thus :—William Hill, Dr. To B/R. £196 19 10. 


B/P. The acceptance by you on 18th August of 
Merchant & Co.’s bill represented a bill going Qut and 
would be journalised thus: Merchant & Co., Dr. £200. 


(See par. 172.) TDI P R200; 
and on its coming In and being honoured by your 
banker (See par. 142) thus :—B/P....... Dr. £200, To 


Bank £200: In practical work the entry in the Cash 
Boek would be on the Gr, side, thus :—By B/P. £200. 


Bills Receivable always come Ia first and are there- 
fore debited, and when paid or honoured they go Out 
and are returned to the acceptor, therefore the a/c. is 
then credited. Bills Payable always go Out first and 
are therefore credited, and when paid or honoured by 
you they come In and are returned to you by the holder, 
therefore the a/c. is then debited. You will notice that 
when a bill is honoured either at the bank or in cash 
you do not debit or credit the person, but one of the Bill 
a/es. and bank or cash. Accounts of Bills are balanced 
in the same way as other real a/es., the difference of a 
B/R. a/c. representing an asset or bills in hand. The 
total value cf the bills in your bill-case should corres- 
pond exactly with the balance of the B/R. a/c. The 
difference of a B/P. a/c. represents a lability, or bills 
which you have accepted. This balance should be 
compared with the total of the unpaid bills recorded 
in the bill book. . 


The following accounts illustrate the records con- 
nected with the B/E. in Exercise 34. 


Dr. #2 Cash (Book. So : OG 
ite One BAPSh Bank. 
1907 | £ © | 1907 ; £ 
Aug.15°| To Bills Ree. A/c. | Aug. 5 | By Bills Payable /c. 
ae | (Salt)| 148 (Brown); 100 
age pass 


5, Bills Payable A/c. 


v 423°) ,, Bills Rec. /e. | ; F 
‘ AK “(Mart)| | 50 9 = (Jones)! 115 


= 


) Rey 


Bills Receivable Book. (Abridged Form). 


Coma 


4 


Date: |. From whom reed. Term. When due. (L.F./Amount. 
1907 ; Cr.| £ dig. 
Aug. 10 | Alfred Brand... 1 month 13th Sept. 100 - - 
» 24] Matthew Paul .. 2 months 27th Oct. 75 = - 
(a a 
Bills Receivable A/c...Dr, £1175 - . ; 
: : 4 
Bills Payable Book. (Abridg»1 Form). 
Date. To whom given. _ Term. When due.|L.F.|/Amount, 
1907 Dr.| £ s. d. 
: Aug. 18 | Merchant & Co. 3 months 21st Nov. 200 - 
Bills Payable Ale . .Cr. £\200.- - | 
Dr. Alfred Brand. a Cr. : 
1907 £ 1907 £ 
Aug.1 | ToCloth ......... 125 | Aug.10 | By Cash .......... 25 ; 
a ASS, Cloths +: acc: 96 +» 10} ,, Bill Receivable 100 
Dr. Matthew Paul. Cr. - 
= 
1907 £ s. df 1907 fos2 dd." 
: Aug. 1 | To Balance b/f...| 72 — — Aug. 6 | By Cash & Dis...| 72 — — 
7 sop O alas, CLOCK ole oe STDS Ht ele Cashes oe 35 - - A 
so LSet sit CLOGN ace 62 5 » 24] ,, BillReceivable| 75 - - ; 
Dr. Bills Receivable A/c. Cr. 
: 5 i 
Bills Receivable come in Bills Receivable go out 7 
for Goods or Value. for Cash or Discount. E 
1907 g | i907 Saree 
Aug. 1 | To Balance b/f..... Aug.15 | By Cash (Salt) ..../ 148 : 
(Salt&Mart’sB/R.)| 198 |: » 23) ., Cash (Mart).... 50 
» 10 » Alfred Brand...| 100 » 31] ,, Balancec/d.,being 
» 24) ,, Matthew Paul .. 75 B/R.not matured | 175 - 
£373 £373 7 
Sept. 1) To Balance b/d,.... 175 
Dr. Bills Payable A/e. Cr. 
Bills Payable come in for Bills Payable go out for 3 
Cash on maturity. Goods or Value. : 
1907 £ 1907 £ : 
Aug. 5 | To Cash (Brown) ../ 100 Aug. 1 | By Balance b/f. ., 4 
» 28] ,, Cash (Jones)....) 115 & | (Brown’s&Jones’B/P| 215 
55 », Balance c/d. bein, » 18) ,, Merchant & Co..| 200 
/P not matured | 200 ; 
£415 £415 
Se Sept. 1) By Balanes b 200 


“= fee 


‘Dr. Merchant & Co. Cr. 


1907 “a & sa} 1907 S 
Ang. 4| To Oash & Dis. | 107 10 -| Aug. 1| By Bak I ee 
sie}. Bil Payahia | 200. —- 1. ee eae ae 


147. A PROMISSORY NOTE (P/N.) is an uncon- 
ditional promise in writing, made by one person to 
another, signed by the maker, engaging to pay, on 
demand or at a fixed or determinable future time, 
a certain sum of money to a specified person or to 
bearer. A P/N. must always be made out on paper 
impressed or embossed with an ad valorem (according 
to value) stamp, whether drawn “‘ on demand ” or not. 


P/N. for less than £5 payable to bearer on demand are - 


illegal in England and Wales. 


148. If you compare the above with Alf. Brand’s 
acceptance you will notice that he is the person who 
undertakes to pay the money in both cases, the differ- 
ence between the two promises being a mere formal one. 
A PIN., in fact, resembles a B/E. in most of its pro- 
cesses, the chief difference being that it does not require 
accepting. It is an acceptance in itself, because it is 
made out by the debtor, Alf. Brand, and handed by him 
to you. Transactions in P/N. are journalised like bills. 

449. FOREIGN BILLS. The first transaction in 
Ex. 35, is Purchased Goods from Henry Clay, Chicago, 
£204 5s. 6d. The question at once arises, how shall 
you pay or remit to Clay this amount ? The expense, 
trouble and risk attending the transmission of specie 
such a distance,is too obvious to needcomment. Ifyou 
had an agent or customer in Chicago the best method 


! 

of settlement would be by drawing upon such agent or 
customer. On reference to Ex. 35 you will find that you 
have a customer at Chicago—Neal Dow—who owes 
£315. The best course for you to adopt then would be 
to draw a Bill of Exchange upon Neal Dow for £204 56 
in favour of Henry Clay. As you merely transfer 
£204 5 6 from Dow to Clay, the Journal Entry would 
be :—Henry Clay Dr. To Neal Dow, £204 5 6. 

Via OF ForEIGN BILL. 


No. 6. Exchange for $1000 52c. Rak 
Huddersfield, 20th September, 1907. 


Stn | Siaty days after sight, pay this First of Exchange f 
Three | — (Second and Third of the same tenor and date-not paid) 
| Shillings.’ 49 the order of Henry Clay, the sum of One Thousand 
eS a yo Dollars and fifty-two cents., value received, and char¢e 
the same to my account, ; : 
To Neal Dow, Esq., ALBERT PUPIL, 
‘10 Siath Avenue, Chicago, U.S.A. : 


150. The drafting of foreign bills is somewhat 
different from that of inland bills. Instead of merely 
drawing one document you draft two or three, and these 
are called a Set of Bills. One object of this is to 
obviate delays and avoid inconvenience in case of the 
loss or miscarriage of one of them. Another object is 
that the first of the set may be sent abroad to an agent 
or banker, ‘so that he may secure acceptance ; while 
another of the set is put into circulation and gold to the 
bill brokers, thus allowing the drawer or endorser to 
realise the amount of the bill, at the same time that the 
“ first’ is going forward for acceptance. As you will 
see, the only variations in the form of the three bills will 
be the words, first, second, and third. 

Tn the First via the words must be Second and Th ird. 

» second _ * Pirst and Third, 
+ Third ‘ 53 First and Second. 

Only that via of a foreign bill necd be stamped, 
which is used or negotiated. Inaddition to the revenue 
stamp impressed in the country where it is drawn, it 
also requires the-adhesive revenue stamp of the country 
where it is domiciled or made payable ; therefore the 
above bill would require stamping on its arrival in the 


co 


’ 
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as United States. On the receipt, in this country, of a 
foreign bill it is the duty of the holder, first, to present 
~ it for acceptance, and, secondly, to affix thereto and 
cancel a proper adhesive bill stamp of sufficient amount; 
after which the bili may be negotiated. It is customary 
to state the amount of a foreign bill in the currency of 
the country where it is made payable. The rate of 
exchange on the day of the date of the bill is used for 
stamp purposes, but the rate on the day the bill is 
payable for purposes of payment. The absence of a 
foreign stamp on a foreign bill does not affect the right 
of any person to sue in this country, provided the bill 
has been stamped according to English Law. 

151. PROCEDURE with Foreign Bilis. As drawer 
of the above bill you would forward the stamped espy to 
H. Clay, and by a later mail a second copy, so that 
should the first have been lost by shipwreck, or have 
miscarried, the second would be available. You would 
retain the third copy until it was known whether either 
of the others had been received ; if both were lost, it 
would require stamping and forwarding, otherwise it 
would be of no use, and might be destroyed, as might 
also the second if the first had reached its destination. 
By the same mail as you sent Clay his first bill, you 
would write Neal Dow advising him of the fact, and 
requesting him to accept the bill when ‘presented by 
Clay... 

152. AFTER SIGHT. he term of the above 
bill is Sialy days after sight instead of after date. By 
the use of this phrase in foreign bills the inequalities 
arising from varying distance and means of communica- 
tion are equalised. The term or period of the above bill 
is calculated not from the date of the drawing of the bil, 
20th September, but from the date when the bill is 
sighted or seen and accepted by the drawee, N eal Dow. 
Hence it is very important that Clay on receiving the 
bill should immediately take it to Dow for acceptance 
and that Dow when accepting it, should note the date 
of acceptance, which would probably be as follows :-— 

z « Accepted 30th September, 1907. 
Payable at tho National Bank, Chicago. 
Due 2nd December, 
Neal Dow.” 
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Payment. When this bill arrived at Maturity Dow 
would pay thefamount to Clay, Dow having debited 
your a/c. with the same on acceptance. You would 
thereby be saved the trouble and expense of remitting 
Cash to Clay, he having been paid by your debtor. 


153. EXCHANGE is a term applied to the remit- 
tances of money between different countries, by which 
sums in the money of one country are exchanged for 


‘sums of equivalent value in the money of another. In 


other words, the method adopted by a debtor for the 
payment of a debt due to a foreign creditor, without the 
transmission of specie or coin. As a consequence of 
commerce there at all times exists a mutual indebted- 
ness between countries having commercial intercourse 
with each other. For instance, while there are several 
persons in Paris indebted to others in London, there are 
also a number of persons in London debtors to Parisians. 
Therefore in case you wished to remit to B., your 
creditor in Paris, £100, and you_had no agent, banker, 
or debtor in that city, a good method of settlement 
would be by buying a bill payable at Paris, and forward- 
ing it to your creditor. The question now arises, 
where and how are you to buy this bill ?. If you wish 
to purchase corn, cattle, leather, wool, tea, etc., you 
would either attend the markets at which they were 
sold, or employ a factor, dealer, or broker to purchase 
on your behalf. Foreign B/E. are to be bought in 
a similar way. There are Bill Brokers whose chief 
business it is to deal in B/E. Merchants communicate 
their wants for bills to these brokers, who also ascertain 
those merchants who have debtors abroad, and the 
brokers thus discover the side upon which the greater 
demand lies, for money or for bills. These brokers 
meet on market days, Tuesdays and Thursdays, at the 
Royal Exchange, London, and determine the course of 
the day or Rate of Exchange, between one country and 


another. The Rate of Exchange or Price List of Bills 
is based upon the— 


154. PAR OF EXCHANGE, which, means that sum 


in the currency of one country, which, in its intrinsic or 


real value, is equal to a specified sum in the currency of 
some other country. In other words, when money of 
the same standard and weight in one country, yields 
money of the same standard and weight in another, the 
exchange is then said to be at par. Cold and Silver 
when refined and coined into money, no matter by what 
country, become of about equal fineness or purity, so 
that the same weights are, for all commercial purposes, 
-ofequal value. Thus, according to the mint regulations 
of Great Britain and France, £1 sterling is equal in its 
intrinsic value to 25 francs, 22 centimes of French 
money; and therefore, the par of exchange between 
London and Paris is 25frs. 22c. If more than that sum 
is given us, say 25frs. 30c., the exchange is below par 
and against Paris; if, on the other hand, £1 sterling 
should be accounted equal only to 25frs. 15c., the 
exchange is above par, being in favour of Paris and 
against London. It should be observed that when the 
exchange is favourable to a place, it is only so to the 
buyer and remitter of foreign bills ; but unfavourable to 
the drawer and seller. Thus the interest of each party 
is identified with that of the place where his funds are ; 
hence an unfavourable rate of exchange in any place 
operates as a premium for the exportation of goods, and 
is, so far, an advantage to that place. The variation 
of the rate of exchange is, however, limited to twice the 
cost of transmitting gold between two countries. These 
limits are known as— 


\ 

155. SPECIE or GOLD POINT, which is that point 
above or below the mint par of exchange at which it 
becomes more profitable to export or transmit bullion 
than to buy B/E. The cost of transmitting bullion 
varies from 4% to 2%, according to distance, risks, and 
other circumstances, and hence it is only under excep- 
tional conditions that the prices of B/E. rise above or 
fall below these limits. No merchant will ever pay @ 
greater premium for a bill to discharge a foreign debt 
than would suffice to cover the expense of transmitting 
bullion. Some gold points on the London Exchange 


are ,— 
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London on Mint par. Gold Exports. Gold I 
Rarignaesne Fes. 25.224 25.124 25.324 
Berlin .... Mks. 20.43 20.33 20.82 
Amsterdam Fl. 12.10 12.04 12.15 
Copenhagen Kr. 18.16 18.07 18.23 
New York. §$ | 4.867 4,827 4.89 


The Rate of Exchange for each country is published in 


the daily papers on Wednesdays and Fridays in each - 


week in the Price List of Bills, better known as the— 

156. COURSE OF EXCHANGE, which means that 
variable amount in the currency of one country which 
at any given date, is offered for a fixed sum in the 


currency of another country. 


The Rates of Exchange 


are seldom at par, fluctuating daily according to the 
state of trade, the value of money, and other disturbing 


influences. 


The rate quoted, which is generally for 


drafts having three months to run, is affected princi- 
pally and legitimately by the actual balance of trade 
between the two countries, and the consequent necessity 


of remittances to discharge 
contracted between them. 


seriously felt if the general 
' time in favour of the countr 


the debts whith have been 
But this effect will net be 
balance of trade is at the 
y having occasion to remit. 


If a greater amount of remittances is made to a 
particular place, for instance, Paris, than is received 


from it, the exchange will 


be above par; if, on the 


other hand, a. greater amount is received from Paris 
than is sent to it, the exchange will be below par. | 
157. BILL BUYING Your question as to where 


and how to purchase @ bill 
would then proceed, 


having been answered, you 
through the medium of your 


broker, to communicate with the money or exchange 
market, whereupon you would ascertain that C., of 


Paris, was indebted to D., 


of London, in.the sum of 


£100. You would, therefore, buy for cash at the 
current rate of exchange from D., of London, a draft 
from him addressed to his debtor C., of Paris, requesting 


the latter to pay the amount to your order. 


endorsed the bill in favour 
thus :— 


Having 
of your.creditor, F. Basile, 


Pay to the order of F. Basile, 


Albert Pupil, 


a Oy 8 dy oe ee Oe 


you would forward it io your creditor, B., of Paris, who 
would present it to ©. for acceptance. The Journal 
entry would be :—/’. Basile Dr. To Cash £100. In’ 
practical work the entry in the Cash Book would be on 
the Gr. side, thus :—By F. Basile £100. 


_In dealings with a foreign firm the Ledger a/c. will 
require two money columns on each side, ‘In order to 
record the transactions in both currencies. When 

-balancing it will be found that there will be a small 
difference arising from the fluctuations of Exchange 
_- between the two-countries. This difference must be 
transferred to an Exchange A/c., the balance of the 


latter being carried to the P. & L. A/c. on making up - 


the books.. : 
Pr. Gustave Loubet, Rue Garibaldi 19, Paris. Cr. 
(Standard Exchange, Fes. 25.50 =£1.) 

{ £ |s.d. Fes. | c.f 1908 ¥ \'s.jd.]] Fes.[¢. 

| LOO =| - |2550| - Mar.30/By Cheque .|309|10} 8]/7815)/75 

30). Goods... .||206|19| - [5265/75 (rate 25.25) 

Mar.21! ,, Transfer to || 

Exevang: | 

ihc | al-|s 


T90R | 
Jin. 6,To Goods .... 


| ee eS Ee — 


- | os =, 
¢/309|10| 8781574 £)30910) 8|/7815/75 


Vra. or FoREIGN ACCEPTANCE, 
Now Ts ; | LONDON, 
26th«September, 1917. 


Exchange for Fes. 2520.|__- 
eer E 
| Stamp | = a 
aes) Oe 
“Shilling. Thirty days after datel’S 22 8 pay this First of kachange 
|_| (Second and Third of the aes same tenor and date not 
paid), to the order of/ $3 23 Albert Pupil, the swum of 
Two Thousand Five\*z 2” Hundred and Twenty 
Pranes; value received] 2OF and charge to accoun, 
with or without advice of % 5 
To Messrs. Chevreul & Co., , DANIEL & CC. 
Paris. 


158. As there are no days of grace-in France, the 
above bill would mature on the 26th October. The 
number of days of grace allowed in foreign countries 
varies, They are shown in the Table of Usance. 


pace 3 
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159. By the operation of this B/E. the convenience 
of allfparties concerned is suited ; the London creditor 
is paid by the London debtor ; and the Paris creditor is 
paid by the Paris debtor ; consequently the two debts 
are paid, and nota single coin passes between London 
and Paris. In this example Daniel & Co. are the 
Drawers, Chevreul & Co. are the Acceptors, Albert 
Pupil is the Buyer and Endorser of the bill, and F. 
Basile is the Endorsee of the bill and receiver of the 
money in Paris. Two persons here receive the money, 
Daniel & Co., and F. Basile, and two pay the money, 
Albert Pupil and Chevreul & Co.; which is just what 
must be done when two debtors and two creditors settle 
a/es. It will thus be seen that the debtor in one 
country is substituted for the debtor in another, and 
that while B/E. are used for the payment of inland 
debts, they were originally intended for the discharge 
of foreign debts. Sa 

160. NEGOTIATION OF BILLS. The holder of a 
bill may deal with it in three different ways. He may 
retain it until maturity; transfer it to one of his 
creditors ; or discount it. When dealt. with by either of 
the latter methods it is said to be negotiated, or put 
into circulation, which is the act of freely assigning or 
transferring a bill, with or without endorsement, either 
under discount or otherwise, to another person. For 
instance, suppose you hold an Acceptance by John Kerr 
for £100, and at the same time you are indebted to Joel 
Day in the sum of £100 or more, you may transfer to 
Day, Kerr’s bill in payment of your debt. Such a 
transaction, involving the out going of a bill, would be 
journalised thus :—Joel Day Dr. To B/R. £100. 

161. DISCOUNTING is a method frequently 
resorted to, particularly if the holder is urgently in need 
of cash. To discount a bill is.to obtain money for a 
bill before it is due, interest being charged for the 


accommodation. On reference to Exercise 36, Oct. . 


8th, you will find that B. Astor gave you his acceptance 
at one month for £500, and that on the following day 


you discounted same, Cash credited £497 18s. 4d., 
discount charged £2 1s. 8d. It appears from the latter . 


transaction that you took the bill and endorsed it 
either to your banker or to a bill Z7discounter, who, 
after being satisfied as to the solvency of B. Astor, 
paid you the £500, less"one month’s interest at 5%. 
The deduction of £2 1s. 8d., although really interest, is 
called discount. It is the banker’s profit on the loan, 
and your loss for gétting the money before it was due. 
As the Cash comes In to the Bank and the Bill goes Out, 
the above transaction would be journalised thus :— 

BON Fons Roktes «ok Dr, £497 18 4 

Bank Charges Alc. .. ,, yn a) 

; efieds) Leis ais. ey eta ne £500 


In practical work there would be two entries in the 
Cash Book, the full amount of the bill being entered on 
the Dr. side, thus :— ; 

Oct. 9. To Bills Receivable Ajc......... £500. 
- and the Discount being entered on the Cr. side, thus :-— 
Oct. 9. By Discounting Astor's B/R. £2 1 8. 


This method keeps the Bank columns of the Cash 
Book in harmony with the Bank Pass Book. The 
Discount should be posted to the debit of the “ Bank 
Charges A/c.,” so as to keep it separate from the 
ordinary “‘ cash discount.” 

Although you may generally regard a bill thus 
negotiated as finally disposed of, there does exist, 
however, on account of your endorsement, a “ con- 
tingent liability ” in respect thereof, until the same is 
paid by the acceptor 

The above transactions relative to discounting B/R. 


in Ex. 36, would be recorded in the Ledger and Cash 


Book, as shown below :— 


Dr. Bills Receivable A/e. (Ex. 36). Cr. 
1907 f+ £ |s.\d.] 1997 ; £ |s.fd. 
Oct. 31| To Sundries as per Oct. 9} By Cash (Astos’s | 
total of B/R. Book|1201} 2) 2 Bill discounted) 500) - | - 
», 22} ,, Cash (Astor’s 
Bill discounted), 250/15) ¢ 
» 24) ,, Wolsey Terry 75) 6| 8 
» 931| ,, Balance cd. ... 875) =| - 
_ gl120i| 2) 2 1201| 2| 2 
ae [eae 
Nov. 1] To Baiance b/d... .| 875! - /- 


Dr. . Cash Book. _ 
} . Of tee. Bote 

1907 Receipts. : f° Sid FE PNG bes 
Oct. 9 | To Bills Recetvable A/c. (Astor’s BYR) ees 00 Ss 
ae Tale Bills Receivable A/e. (Astor’s B/R.) .-.. 250 15 <6 

Cash Book. . Cr. 

| Discount. {| Office. | Bank. 
1907 Payments. pee ss Ot os ee 58. d. 
Oct. 9 | By Discounting Astor’s B/R. .. | : 2 ES 
» 22 | ,, Discounting Astor's B/R. ... 515 6 


162. THE RATE OF DISCOUNT varies according 
to the nature of the bill, being considerably higher if 
any suspicions are entertained of the punctuality or 
solvency of the parties subscribing the bill. The charge 
also varies according to the state of the money market, 
and is very much influenced by the Bank Rate. 


163. DISHONOURED BILLS are those which 
either the drawees refuse to accept, or the acceptors 
fail to pay or meet when due. From this transaction, 
27 Oct? 24° . 


Terry’s acceptance due this day returned dishonoured£75 6 8 
Paid Notarial charges thereon... = 3 4” 


it would seem that Terry, on the maturity of this bill, 


was either unable or unwilling to fulfil his promise to _ 


pay you the above amount. Unless your banker hed 
already done so, it would be your duty, immediately on 
the return of the bill, to place it in the hands of a Notary 
Public (N/P.) who is generally a solicitor, part of 


whose business it is to present dishonoured B/E. and 


note and protest their non-acceptance or non-payment. 


164. NOTING A BILL is the presenting of a non- 
accepted or dishonoured bill and demanding acceptance 
or payment thereof, at the Bank where it is made pay- 


able, or to the acceptor himself by the Notary Public, 


either on the day of tls dishonour or on the néxt 
succeediny business day, as an official proof of the 
demand having been duly made, and if it is not then 
accepted, or paid, he notes its non-acceptance, or non- 
payment by writing upon a slip, which he attaches to 
the bill, the reply he receives (such as No Funds ; Refer 
to Drawer ; No Orders > &¢.) so that should the bill bea 


i 


foreign one he may subsequently draw out a protest, 
which is a legal documentary declaration by a N/P. 


The measure of damages on dishonour of a bill are— 
- (a) the amount of the bill ; (b) interest from the time of 
presentment for payment if the bill is payable on 
demand, or from maturity in any other case; (c) 
expenses of noting, or (when protest is necessary and 
has been extended) of protest. In case of a bill. 
dishonoured abroad, in lieu of the above damages 
(a) re exchange ; (b) interest thereon till payment. 


NOTING TICKET. * 


J. NEWTON & SONS, Notaries, 
10, Birchin Lane, 
Noting 3/4. 


NO ORDERS TO PAY. 


BANKER’S TICKET. 


oe Eig. load, 
|. Bill- - — te a4 75 |) 6 8 
Noting: - = set aes We 3.4 
-Postages — = = = 6 
pate resG— Sete te el = 
| eee een ae 
175 | 10) 6 
Commission = — - - 31 40 
ys : Forte peel nina 
75 | 141-4 | 


Beckett & Co. 


165. ‘Terry’s acceptance having been duly noted 


according to the requirements of the law, your next 


e 
‘ 


tte g (abpctic aN — aii 
LoTR SEN ee 


} i 
ght ee ld aS 


vp 


we ati Shed! 


duty would be, if you had received the bill by 
endorsation, to give immediate notice of dishonour in 
writing to the drawer and each endorser; as in the 
absence of such notice the drawer and endorser would 
be discharged from any liability respecting the bill. 
The object of giving such notice is to make them aware 
of the dishonour, so that you may, if necessary, have 

“ recourse—that is, call upon either the drawers or any of 
the endorsers, to pay the bill, together with the interest 
and expenses. As you were presumably the drawer 
and the only endorser in this instance, no notice of 
dishonour would be necessary, 


166. _TRANSACTIONS ON DISHONOUR.  Al- 
though Terry’s bill was dishonoured he still owes you 
the amount, and you will therefore debit his a/e. with 


the amount of the bill, as well as the cost of noting, 
thus :— 


Wolsey Terry .......... Dr. £75 10 
To B/R. (Dishonoured) ...... £75 6 8 
»» Cash (Noting) ........ os. - 8 4 


journalised as above, a separate entry being made in the 
Cash Book, on the Cr. side in respect of noting, thus :— 
Oct. 24. By Wolsey Terry (Noting Exs.) 3 4 


If the bill had been sent to the Bank for collection, 
the Bank would have been debited and B/R. credited ; 
therefore on dishonour and return of the bill you would 
journalise thus: W. Terry, Dr. To Bank. In practical 
work, however, the record would be made in the Gash 
Book, on the Cr. side, in the Bank column, thus :— 

By W. Terry (Dishonoured Bill and Noting) £75 10 


And where the bill has been purchased under dis- 
count, or received in payment of an a/c., you would 
debit the a/c. of the person from whom you bought or 
received the bill, thus :—A. Blank Dr. To B/R. Should 
you have discounted the bill with a Discount Co., or 
paid it away toa creditor, on its return, with notice of 
dishonour, you would owe the Discount Co., or Creditor 
the full amount'thereof, and would therefore journalise : 

Wolsey Terry, Dr. To Discount Co., or A. Creditor. 


177 


Dr. Wolsey Terry. (Ex. 36). Cr. 
£ \a.jd.f 1907 £ d 

Oct.10) To Wool.......-.... 75) 6| 8[Oct.11 | By B/R..:...... 75 é 
* b4| 2 Bye Dishononred| 75| 6] &| ” 28 | ” Bad Debts...) 251 5) 

ee Gas | se ee 
slizel 6 3 2l176| 6 8 


167. RENEWED BILLS. To renew a bill is to 
accept a new B/E. in place of a former one which the 
acceptor was unable to honour when due. Sometimes 
the acceptor of a bill finding himself unable to meet it 
on its maturity requests to be allowed to renew it. If. 

the holder is satisfied as to the solvency of the acceptor 
he will comply with the request, on condition that the 
acceptor pays for the new bill stamp, and interest on the 
amount for the extended period. The transaction :— 
“‘ Nov. 28. J. Keen met his acceptance for £811 1 - due to-day 
with a 2 mos. Bill including Int. for £835 7 8.” 
shows that you have granted an extension of time to 
Keen. The old B/R. is cancelled and consequently 
goes Out, while a new one comes In, the interest being 
a gain. 2 ; : 
In practical work the old B/R. and the interest would 
be debited to Keen in the Journal :— 

James Keen, Dr. To B/R. ....... Sil l>— 
James Keen, Dr. To Interest ..... £24 6 8 
while the new bill would be entered in the B/R. Book. 
~ If you had received such a favour from a creditor, the 

entry would have been as follows :— 
De lake dace Os Dr. To Creditor £811 1 - 
ERECT CSE ine oo 8 Dr. To Creditor £24 6 8 
and a new bill entered in the B/P. Book. 
In the case of the renewal of a bill which has been 
previously dishonoured, as :— 


- «Noy. 18. J. Keen forwards his acceptance at seven 
days with noting expenses and Interest £811 1 -—” 


It would be journalised thus :— 
James Keen ..... Dr. To Interest £10 —- - 
fry le Wee eee Dr. To James Keen £811 1 - 
In practical work James Keen would be debited with 
interest through: the Journal :—James Keen, Dr. To 


Interest £10, and the new bill ould be recorded in the 


B/R. Book. ace: 
_ When a bill is partly paid, and partly renewed as i— 
“A. Brown settles dishonoured bill for £400 by paying Cash 


£200, and accepting our draft at two months for £201 


including interest.” * = 


an entry must be made in the Journal =A. Brown, Dr.- 
To Interest, £1; the Cash entered in the C/B.< Fox 


A. Brown, £200; and the. B/R. recorded in the B/R. 


Book. ° 
(Tax. 37), Bills Receivable Book. (Abridged Form). 
Date. Prom.whom received. Term. When due. | 1.2. Amount. 
1907 | - (Cralpgt esas 
Non SoisAlined Capt i oe ee 16 days 27th Novy, 710) = a 
2. 9s) dames: Keen-2.3445. snccs, 3 days. 15th Nov. 800 - = 
jr te James Geile sete eee 2months 17th Jan. | BOL 23. 4 
a7 LS avames Keen pian 7 days 28th Nov. 811-- dr = 
Fee oil EOD OTE GCC yc. sete nes Jmenth 24th Dee. ‘dt 300 So ewer 
», 29 | James Keen ....... +.... 2months 31st Jan. 835 7 8 
Bills Receivable A/c... Dr. £3960 12. = 
Dra (Hx237): Bills Receivable A/c. _Cr. 
1907) Ti at ee ate POO? eae eae fag. | side 
‘Nov. 1|To Balance h/f. ..../1100] -| -{Nov¥. S By Alfred Carr ....} 600 = 
» 50)Sundries as per We SiR CR ST eecmune ae 5O0} —) = 
: total of B/R.Book/3960,12) | 5° 15/5) James Keen .__| S00] — — 
send ad Cass Sree eee 504) 8) 4 
580 pao Ba, Cape caetee se pante ct 710} —|— 
» 28) 5 dames Keen 2] 841) 1) = 
ae 2, 30) ,, Balance e/d>.. .. 135) 7 8 
‘ | . ! ; 
a See > 8S Geass |e 
“£)5060)12) + ae £/5060/12, = 
ao ————Tes) 
Dee. To Palance b/d..... 1135) 7) 8 Cer Say 
Dr. (Ex. 37.) James Keer. . Cr. 
THOOT > ee eens Me | € |sJa. 
Nov. 1/To Balance b/f. ....| 101] 1 Novee2| Py Cash@.ssacaean 191) -1} — 
Pema sag OOM Siew ccer access 1040) — Ae saline Seyi 6 aire SOlpeite 800) —| = 
» 22),, Con. from H-Vint| 145/14 vig lass CASI een eee 240) —| — 
» 14),, Con. from B.Vin¢} 180) —| <3 LAS eS AIRES eee ascents 504} 3) 4 
ay. WAR se DEbeN OR bien ses 4) 3 Prop Gch ered Sh eyes 8111) — 
pepe Cd heol O01) Tels rte cp ane 320) —| 39, LORS CASI ee yaa 80) =| — 
soFeL Olens SE Rice ten coat aes. 800} — Po Acliree Sifted amnie : .-| 835) 71 8 
» 15|,, Noting Charges 1) 1 » 80) ,, Balance'e/d. ...2| 266\19|— 
spl Sl BA terestm sia 10 
jr LO) ppp CONCOR acre t, =: 201) 1 
93.220) 59 A ee ee 811) 1 
», 28), Interest 2.2... 24) 6 
£)3688)| 5 £13638) 5| — 
3 ‘ ———ea ——aaee 
Dec. WTo Balance-b/d..... 266/12) : 


~<a) 


ey 


~ would be journalised thus :— e 
Wow l6.)- BP. eo oa De, £720 Se hs 
- cat! AC st ne gO Rr’ REET Fase 
an aescomnt A [On S f-> 25> = 


In practical work the entry in the Gash Book would be . 


~ on the Gr, side; discount in the first column thus :— 


Sov elo, =By-BiP. £2.15 —; £717 8. = 
169. REBATE ON BILLS DISCOUNTED is an 
item which often occurs among the Liabilities in the 
B/S. of a Bank, and refers to wnmatured discounted 
bills on hand, similar to the one mentioned in par. 161. 
This Rebate is the difference between the present or 
actual value of the bills (the amount=for which they 
3 might be re-discounted) and their face value. Having 
debited the “* Bills Discounted A/c.” with the face value 
of the bills, it is necessary for the banker to ascertain 
the actual value of those still current before preparing 
the B/S., otherwise the assets would be over-estimated ; 


for a bill is worth its face value only when it matures. 


At the closing of the books each half-year the whole of 
the discount on such unmatured bills has not been 
~ earned by the Bank; and the portion unearned must 

therefore be carried forward to the following half-year. 

‘For example, suppose that the Bank has discounted a 3 
mos. bill for £1000, dated 28th Nov., 1916, on that date, 
at 5%,, the profit, or discount thereon of £12 10 — would 
be credited to the Discount A/c. As this Bill would 
not mature’ until 2nd March, only £4-3 4 being one- 
third of the discount, would have been actually earned 
during the period ending 31st Dec. ; consequently the 
> balance ot £8 6 8, which is earned from Ist Jan. to 2nd 


168. RETIRING BILLS PAYABLE. If at any 
time you preferred to pay or retire one of your own 
acceptances before arriving at maturity, for the purpose 
_ of gaining rebate; (that is, the interest of the unexpired 
~ term), it would be called retiring under discount. The 
transaction :—,‘‘ Nov. 16. Retired our bill due 30th 
Nov., by cheq., £717 5, and was allowed dis. £2 15,”’ 


March, 1917, must be debited to the Discount A/c. for 
1916, and brought forward on 31st Dec. as a liability. 


This adjustment is recorded in the Journal thus :— 


1916. Dee. 31, Discount Ajc...Dr. £8 6 8 


1917. Jan. 1, To Discount Aje........... £8 6 8 
Dr. ; Discount A/c. Cr. 
- 1916 £ {s.(d.p 1916 £ | 3s./d. 
Dec. B1'To Balance c/d. ..|| $ | 6) SINov, 29 By B/oeieien ett 12 |10) - 
| ,, Zransfer to | 
| =P. L, Ae. || 4] 3] a 
{}. = || 
10) | £|| 12 110) - 


1917 | g | \ 
an. 1|By Discount b/d. || 8 / 6 8 


peae 


170, In practical work it is found necessary to keep 
two subsidiary books or Special Journals known as 
BILL BOOKS ; one for recording B/R. and the other 
for B/P., although in some offices only one volume is 
used, B/R. being entered at one end and B/P. at the 
other end of the same book. (See next page.) 


In working exercises containing transactions in bills 
you will find it convenient to arrange the B/R. Book 
underneath the Dr. side of the Cash Book, and the 
B/P. Book underneath the Cr. side of the C/B. 


171. THE BILLS RECEIVABLE JOURNAL or 
BOOK must contain at least, the date of the bill, the 
_ name of the acceptor, the term, when due, ledger folio, 

and the antount. Another usual column is headed How 
disposed of, in which you would insert one of the follow- 
ing :—Paid to Bank, 2nd M ay ; Paid to Joel Day, 5th 
June ; Discounted 9th J uly, &c. As the persons from 
whom you receive bills are your debtors, each amount 


must be posted to the Cr. side of its respective personal 
a/c. in the Ledger. 


Date; By B/R. ; Fol. ; Amount. 


As this book contains particulars of bills coming in, 
the total thereof must therefore be posted to the Dr. 
Side of the B/R. A/c. in the Ledger by entering the :— 


Date , To Sundries B/B.; Fol. ; Amount. 


| _ BILLS RECEIVABLE BOOK. (Ex. 36, p. 187). 


Date. | slaw ps : a When due. Hol Amount, 
1907 gO at Seen PE | 
_ Oct. 8 || Bruce Astor ...../ 1 mo. Nov. 11 500) - : 
» 11 |} Wolsey Terry ...| 10 days Oct, 24 75) 6! 8 
4,17 || Bruce Astor..... 3 mos, Jan. 20 250) 15 | 6 
» 26 || Bruce Astor ..... 3 mos. Me eee 20 eel me svds 
| B/R.A/c....Dr. | ~ £/|1201, 2| 2. 


172, THE BILLS PAYABLE JOURNAL or BOOK 


- must contain at least the date of acceptance, to whom 
given, the term, ledger folio, when due, and the 


account as per the second example given on the next 


‘amount. The persons to whom you give bills being 
your creditors, each amount must be posted to the Dr. 
side of its personal a/c. in the Ledger by entering the— 


Daie; To B/P.; Fol. ; Amount. 


_ This book containing particulars of Bills going out 
must therefore have its total posted to the Cr, side of 
the B/P. A/c. in the Ledger, by entering the : 


Date; By Sundries B/B. ; Fol. ; Amount. 
BILLS PAYABLE BOOK. (Ex. 36, p. 187). 


: Term Led. 
~ Date. oo nom or When due. Fol. Amount. 
Loe Tenor. |_ Dre. ‘ 
a0? hos Be gor! ds? 
_ Oct. 5 |)’ Seth Riley ...... 21 days Oct. 29 400} - - 
» 17 || Seth Riley ...... 2 mos, Dec. 20 300) - 
Z fee | es st 
B/P. A/c....Cr. £)| 700) - . 


173. When Interest is involved in transactions 
relating to Bills be careful to journalise the same. 


A Bill Book may be ruled so as to accommodate not 
only the detailed record of the bills, but also the 


page of a Bills Receivable Ledger. 
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Answer.—Trial Balance : totals £4972 10— ; balances £2769 17 - ; 
Gross Profit, £152 10 - ; Net Profit, £98 9 6 ; Bal. of Cap., £1755 


Exercise 34. 
airs on the Ist August, 1907, stood as follows—N B. 
(See top of next page.) 


Cash in hand £47 15, and at Bank ...... £987 
Buoekegn Clonek 2 cat or, eee a oe ~ 675 


Lewis Mart’s Bill due 23rd Aug. ......... 50 


Balance due from Matthew Paul......:.. 72 
2 to Merchant & Co. ......... 107 
Acceptance given to A. Brown .......... 100 
P/N. given to D. Jones, due 28th August... 115 
Glee colon wen seem = ci acs, ik Sea aes 1657 
Sold to Alfred Brand, Goods ............ 125 
» Goods for cheque ; sent it to Bank (91) 56 
ator Lewis Mart, Goods” ..c.-. 2 dear. 95 
Bought of Merchant & Co., Goods ....... 254. 

Paid Merchant & Co., cheque £105 — — 
-They allow discount ....... 210 ——_107 

I honoured my acceptance to A. Brown, by 
forwarding cheque for (146) .......... 100 
Sold to Matthew Paul, Goods ........... 87 


- Received fromMatthewPaul,Cash£71 .2  — 
\ 


I allowed him discount ...... -18 - 72. 


Received from A, Brand his acceptance at 1 
mo. for £100, and cash for £25 (146.&171) 125 
Bought Goods and paid cheque for them.. 73 


Sold Goods for cash up to this date ..... - 158 
Pare tmvOp Dane (90). sai. oe we ogee ape a 250 
J. Salt paid cash to meet his P/N. (146) .. 148 
Pete sings Bank (U0). caresus %. tosjne on, 29-4 08 148 
AcceptedMerchant’s draft at 3mos.(146&172) 200 
Lewis Mart paid to my Bank A/e. ....... 80 
Sold to Alfred Brand, Goods ........... 96 


>, . Matthew Paul, Goods ...,... apa § 62 
Lewis Mart duly met his bill at the Bank (146). 50 
Received from M. Paul, cash £35, and his 

acceptance at 2 mos. for £75 (146& 171) 110 
My Banker paid cash to D. Jones to lift my 

P/N. due to-day (142, 146)..,./....... 115 
L. Mart is insolvent ; I receiveforhisdebtof ~~ 

£15 a composition of 12/6in the £(74&95a) 9 


Sold Goods for Cash up to this date ..... 176 
Bought IDO eS 1 eng eer ae renee 97 
Patel Gow bse (90) ie tsar eas asolguece g secs. pies 140 


Trade Exs. paid by Cash, £7 15s.; by Cheq. 42 
Estimated value of Goods in Stock, £396. 


19 6; Total of B/S., £2009 19 6, 


N.B.—Journalise the Opening Entries of Ex, 34 
thus :— 


1907. 


- Aug. 1. 


On Ist Jan., 1907, David Swanson’s state of affairs was as 


Cashes a Ae eas Dr. £47 15 — 
BANKS ieee oe F aldie95/ O04 Das 
CDAD ein teat » 675 -— ~ 
Bills Receivable.......... » 198 - = 
Matthew Paul.......... ie ee hee ee 
To Merchant & Co. ..... 107 10 — 
34 -Bills-Payable ........ 915 - = 
wi A. Pupils Capital A/c. 1657 10 —- 
£1980 ~ - £1980 - - 


Supplementary Exercise 34a, 


follows :—Cash at Office £28, at Bank £300, owing by William 
McLeod £40, James Hendry £164, John Graves £70, Samuel | 
Hall £50. Goods in stock valued at £300. He owed David 
Evans £160, Edward Kellett £52. 


1907. 
Jan. 2. 


Transactions. 
Received from J. Hendry his acceptance at 1 month 

for (146 & BUD) aces emia sina otal oar oe 100 © 
Sold to George Lee, Goods .........5 cece e eens 70 
Gave David Evans my acceptance at one month for 

(T4687 2) Ee eG: eolaresate ons tha oe seoeuaierae aie eeees , 90 
Purchased Goods from Walter Marshman ....... 67 


8. Hall gave me his P/N. at 1 month for (146 & 171) 50 
Gave W. Marshman P/N. at 1 month for (146 & 172) 67 
Paid David Evans by Cheque ............... .. 50 
Sold Goods on credit to Samuel Hall ........... 200 
Wm. MéLeod handed me his acceptance at 2 mos. 40 
Sent Edward Kellett acceptance at 2 months .... 52 


Paid Trade Expenses for month in cash ......... 25 
Drew Cheque for Private Expenses (78) ........ - 40 
Sold Goods to John Graves .........¢.ssseeveee ~ 40 
Bank received amount of J. Hendry’s acceptance 
due.to-day (146). oP: peeecoes oe eens sae ete 
Paid my acceptance due this day by cheque (146) 90 
Purchased Goods from Edward Bailey .......... 


90 
Accepted Bailey’s draft at 3 months for (146 & 172) 90 
Sold Goods to John Grayes ............c0c0000% 30 
S. Hall pays amount of P/N. due this day into my 
Bank (146) He, 


0) 00 056 0 00 elelele see 6 ee erate shales 6 & eine le 


Goods in stock £300. % 


_ Answer.—T.B. totals £2691 3 4; balances £1348 3 4. Gross Profit 
£83 ; Net £26 16 8; Bal. of Cap. £703. Total of B/S. £965. 


Supplementary Exercise 34b. 


On Ist March, 1907, David Swanson’s state of affairs was as 

_ follows :—Cash at Office £8, at Bank £143, Stock of Goods £300. 

_McLeod’s acceptance due 30th March, £40, Graves’ Bill due 23rd 

April, £140; owing by James Hendry £64, Samuel Hall, £200, 

George Lee £70. Owing to David Evans £20, Edward Kellett 

£100; B/E. granted to Edward Kellett, due 2nd April £52, and 
Edward Bailey, due 16th May, £90. 


£907. 
Mar. 1. 


: Transactions. 
Drew 2 months’ Bill on J. Hendry, which he 
sceopted. for (l46°& Wilco. anes ce eceek se cs5 64 
Sold Goods to John Graves ........s.c0eeee. arc all) 
Lee accepted my draft at 3 months for (146 & 171) 70 
Bought Goods from Edward Bailey ............ 150 
Accepted Kellett’s draft at 1 month for (146 & 172) 70 
Discounted Hendry’s Bill at Bank for £63 10. (161) 64 


Sold John Graves Goods......... COR tot SRE 70 
John Graves sent me his P/N. at 1 mo. (146 & 171) 100 
Bought Goods from Isaac Barrow ......+.+.000. 100 
Edward Bailey drew on me a 2 months’ bill for.. 120 
Sold Goods for Cash and paid into Bank......... 90 
Drew from Bank for Office Cash .......0...6500 35 


Paid Salaries and Sundry Expenses for month.... 30 
McLeod honoured his bill due to-day by cheq. (146) 40 
Met acceptance due to Kellett to-day by cheque (146) 
Retired my acceptance to EH. Bailey by cheque, 
renenees LO CGS) vakstoceretere olaats ste ssa aici e's o's wis 120 
Paid HE. Kellett’s draft due to-day by cheque (146) a 
Sold Goods to Gavin Hamilton ................ >3,60 
J. Graves met his P/N. ; lodged proceeds in Bank 
(LENG oe = B egtceat ets ri GaP Pec Osa ao RO ENE 100 
Returned Goods to Isaac Barrow not according to 
sample (113) 2.2... eee e eee cece cere eee eeees 
Discounted George Lee’s acceptance ; cash received 
lodged in Bank, Discount charged 7/- (161) .... 70 
Drew on Samuel Hall at 2 months for (146 &171) 150 
Goods sold to James Hendry .....cececsveneree 08 


ae 
ay Me pies 
vi tral Dieta ay hited ones te 


Ng 


J. Graves’ Bill due to-day received by chéque (146) a 
4 


Drew cheque for Private Expenses ............. 
Handed E. Kellett my P/N. at one mo. for balance 30 
Drew from Bank for Office Cash ...........0.... 30 
Sold Goods to Fred Mitchell for Cash .......... 70 
Paid Trade Expenses for month................ 25 


Stock, £250. 


Answer.—7'.B. totals £3156 17 -; balances £1418 10 -. Gross 
Profit, £151; Net Profit, £95 13-; Balance of Cap., £758 
13 -; Total of B/S., £1022 13 -. 


1907. 
Spt... 


» 30. 
» 30. 
ree Owe 


Answer 


Exercise 35, (£2 8. <a. 
My books were opened with these balances : 
Cash in hand £75, in Bank £850, Goods 
£925, B/R. £132 15, B/P., due 15th Sept. 
£246, Aldred Boyd owes me £67 10, Neal 
Dow, of Chicago, owes me £315. I owe 
Fritz Basile, of Paris, £100; I owe Dore 


SC OL es ilod aioe BE aE ane 154 - - 
Purchased Goods from Hy. Clay, Chicago... 204 5 6 
Sold Edward Frome, Goods ............ 28 5 — 
Bought of Dore & Co., Goods ........... 112 10 —- 
Sold! Frank Gray, Goods: 7.0. c<e wines 37 15 = 
Pd. Dore & Co., Cash £50 ; My Prem. Note at 

2 mos. for £100 ; allowed dis. £4 (146 & 172) 154 -— - 
Drew from Bank (90) Be ddr Pudeca ie Ube Reena 125 -—.=- 
Bought: Goods for Cash ..tiss tas. aie ioe 136- - - 
poldAldred= Boyd; Goodss 1.0 ak scmjeees 48 15 —- 
Sold Neal Dow; Goods ...-..........2... 5640 = 
Recd. from Aldred Boyd, £97 10s. Dis. 50/- 100 — —- 

Reed. acceptance from N. Dow, due 20th Nov. 75 — = 
Sold Goods for Cash up to this date ..... 205 ~— —- 
Patt. into. Bale, 2S: mixeveect cee ees 250 -— — 
B/P. due_to-day, paid by cheque (146) ... 246 -— — 
Sold Edward Frome, Goods ............ 64 16 - 
Forwarded H. Clay, draft at 60 days after 

sight upon Neal Dow, for (149) ....... 204 5° § 
Sold Goods to Tom Fox for a P/N. @ somos. S72 ba 
Edward Frome pays £58 10s. Dis. 30/- . 60 ~ - 
A. Boyd becomes insolvent and pays a com- 

position of 1: 2/-in the£ ; Lreceive (74,95a) 9 Io 
B/R. duly met in Cash (146) ee ee 132.15 — 
Bot. with Cash a bill on Paris and sent same 

to Fritz Basile in settlement of a/e. (157) 100 - —- 
Sold Goods for Cash up to this date ..... 184 5 - 


Raiduinto Bank... 5: ices. cen nero 260 - —- 
Pd. Exs. this month by cheque £25, by cash TAQS = 
Value of Goods unsold, £755. 


.— Trial Balance: totals £5344 2 Ps ; balances £2775 11 -. 


Grows Profit, £75 0.6 ;, Net Pr aft £36.06; 5 Bal of Cap., £1901 
66; Votal of B/S., £2113 15 


Albert and Leo Pupil’ 
£3000 ; Wool £1000. Profits to be divi 


Oct. 1. 
ke 


2? 


z 
-S PD DM ORS 


wale 
Value 


Exercise 36. (See page 181.) 


Paideintol Banke O00. a. rie Me I £2500 
Paid Cash, Carriage on Wool (75) ....... 10 
Bought of Seth Riley, Wool........2.... FRU 
Sold to Bruce Astor, Wool ............. 557 


Sold Wolsey:Terry, Wool .......08 cas 75 
Bought £1300 Canal Shares @ £75, and pd. 

for them by cheque (83) .............5 975 
Received of Terry his 10 days’ Acceptance 75 
Received Cash for Sale of Waste Wool ... 12 


Cottages (Debit Cottages & Credit Cash) 20 
Sold Wool to Wolsey Terry ............ 25 
Do. Bracec Astor ic 5 saw de eed 250 

Omer lor Casi vas aca ae ee eae ene 75 


_B.Astor accepted our draft at3mos.(146&171) 250 


Remitted 8. Riley by Cheq., £165 ; and our 


Acceptance @ 2 mos. £300 (146 &171).. 465. 


Paid Wages in Cash... ket ce Ds 7 
Discounted B. Astor’s Acceptance;-pd. pro- 
ceeds into Bank £245; Dis. charged 
EONS) OME aaa ripe RP oO areas Corea haha 250 
Wolsey Terry’s acceptance dishon’d (166) 75 
Paid Notarial Charges .....5......... - 
Sold for Cash £400 Canal Shares @ £80 (83) 320 
Sold four Cottages to B. Astor (81) ...... 430 
Bruce Astor paid into my Banking a/e. .. 125 
And accepted draft.at 3 mos. for (146 & 171)375 
Terry has become insolvent ; we recd. a Com- 
position of 15/- in the £, pd. to Bank (74) 75 
Our acceptance duly hon’rd at Bank (142) 400 


-Recd. Cash for Rent ...... £26 5 -(81) 
Do. Canal Dividend 15 - —- — 41 

Drawn from Bank on Private a/c. :—(78) 
A. Pupil and L. Pupil, each £1210- .. 25 
Credit each partner Int. on Cap., £8134.. 17 


of £900 Canal Shares @ £77, £693; Cottages £600 ; 


Woot £800. 
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s Capital of £2000 each consists of Cash 
ded equally. 1st Oct., 1907. 
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Answer.—Trial Balance : totals £14923 18 - ; balances £5925 14 8. 
Gross Profit on Wool, £81 12 6; on Canal Shares, £38; on 
Cottages, £44 9 6. Net Profit, £135 1 8. Balance of each 
Capital A/c., £2063 14 2, . Total of B/S. £4997 8 4, 


Stal ia ee oie 


_ CONSIGNMENTS. 


174. CONSIGNMENTS sent out. To send goods 
“on consignment”? differs from sending them in fulfil- 
ment of “ an order,” in that there is generally no order 

_atall. A“ consignment ” is a transaction where goods 


are sent to another town, but more frequently to a 


foreign country, to an agent known as a factor, who, 
for a commission, on the amount realised, sells such a 
“consignment ” at the best price, obtainable. ; When 
you (the consignor) <“ consign’ goods you merely 
transfer them from your own warehouse to that of the 
factor (the consignee) for sale, in the hope of making a 
profit. Such an outward cosignment is sometimes 
called an Adventure, because it is something risked ;_ 


A special subsidiary book, known as the Consign- 
ment Book Outwards, should be kept for recording 
such transactions ; on’a plan similar to the Sales Book, 
After entering full particulars of the “ consignment ” 
therein, you would copy from it the invoice to be sent 
to the factor, the consignee, who, although he is not 
the purchaser, must bez supplied with a pro forma 
invoice (for form’s sake), so that he may have informa- 
tion as to the value of, and charges upon, the goods. 


Transaction “ Noy. 17. Sent to Robert Keld, Newcastle, to be 
sold on our a/c., 84 chests Congou, 7200 at 2/- Ib. £720.” 


Not having sold the tea to Keld you cannot charge his 
personal a/c. with the amount. He merely holds and 
warehouses the goods on your behalf, and therefore 
does not owe you for their value. You must Open and 
debit a special goods a/c. entitled Consignment of Tea 
to R. Keld, Newcastle. This a/c. must be dealt: with 
like a separate Goods A/e. You will debit it with the 
cost of the goods, also all the charges and expenses 
incurred in respect thereof, 
the consignment, such ag 


carriage, cartage, freight, 
storage, insurance, duty, 


commission, &c.; and credit 


which increase the cost of - 


y . Pe ee ee Se 
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it with all receipts from Keld in respect of sales effected 


_ by him, also for any portion of the goods returned 
by him. The entry for the above transaction would, 
in practical work, be made in the Consignment. Book 
and duly posted from there. In theory it would be 
journalised thus :— ~ 
Consignment of Tea to R. Keld..Dr. £720. 
‘ TE EEGs. Stet Oo Rega. £720. 
_ The Transaction :— 
“Nov. 19. Paid in Cash carriage on Tea 

consigned to Newcastle ............. £10 13 4.” 
would either be entered in the C.B: or journalised :— 
Consignment of Tea to R. Keld (Carr.) Dr. £10 13 4 

at WO OCS Bra Caciens CRs £10 13 4 


It is a common practice for the consignee to advance 
to the consignor on security of the consignment, by 
means of a B/E., a sum of money, not exceeding three- 
fourths the value of the goods; for instance :— 

“Nov. 22. Received from Robert Keld, bill at one 
month, as an advance on Consignment of Tea £300.” z 

As Keld, the consignee, may never sell this Tea, this 
amount, although advanced by him to you as against 
the goods, must not be credited to the Consignment 
A/e., but to Keld’s personal a/c. In case the Tea 
should be returned to you, then Keld would be your 
creditor for £300. This B/R. from Keld you would 
either enter in the Bills Receivable Book, or journalise 
thus :— 
B/R. Dr. £300. To Robert Keld £300. 


If, however, the above amount had represented a 
sale by Keld of £300 worth of the Tea consigned, and 
he had remitted a bill for the amount, then you would 
have entered the B/R. in the Bill Book, and journalised 
thus :— 

Robert Keld Dr. To Consignment of Tea £300. 


175. ACCOUNT SALES (A/S.) On sale of the tea 
R. Keld would render to you particulars thereof known 
as “‘ Account Sales,” which is a detailed statement of 
goods sold on commission, sent by a consignee to the 
consignor of goods. It resembles an Invoice in showing 


the weight of the goods sold, the prices realised, ‘an 
the net result after deducting the freight, commission, 
and all other expenses attending the sale. An A/S. is 
also delivered to a merchant by his broker, when the 
latter has sold goods at a public auction on the mer- 


chant’s,a/c. In this case the weight of each lot sold, 
‘the prices obtained, and the net proceeds of the sale 


would be shown, after deducting the cost of advertising, 
the sale expenses, and the broker’s commission. 


4 


176. An Account Sales Book of some description. 


should be kept for recording the sales of goods sent 
“on consignment.” It may either be a separate book, 
or the Consignment Book Outwards could be used ; 
the left-hand page being used for details “of the goods 
sent, and the right-hand page reserved for details of the 
result—the Account Sales. Or an Account Sales 
Guard Book might be employed, similar to the Bought 
Guard Book explained on page 87. 


Aecount Sales of 84 Chests Congeu sold on a/c. of 
Messrs. Pupil Bros., Huddersfield. 


| Per | 
Ves | Ib. || £ | std.) & 1s.Jd. 
AR. K. > | | | 
> LZ | | 
18/4. | 42) Congow 3600 fs. net | 2/3, | | | 405 }- |. 
49-) 5 Doss 8600 = (pre 0 /a In| 420.) =| © 
| i} | SN 
| 825 | 
a hi ages | 
li LauSUrGnUee. (on. Seeacet fF Or elke | 
[SR GQRLOC se ee Sei eenee | Pesca 5 
| SLOP Gee a es ies ~ 9 170i 
Commission @13% | eR: Seal 45 5 
Net Procee ed's. | 5 780 
| Remitted pee Ul on ale. : BOC 
t 
| £480 hah = 
EB. & O> E. Ps 


Neweastle, 25th Nonember, 1907.— 
ROBERT KELD. 


5 
: 

= 
q 
a 
i 

f 

; 

Pe 

> 


he 


? 


477. The receipt by you of the above A/S. is a 
“transaction,” and would be described thus :-— 
SON oe 26. Received from R. Keld, Neweastle, A/S. showing 


~ 


, that Tea had roalised net £780,” 
~ _ -Having sold your Tea, Keld is now indebted to you 


‘ 


for the nef amount realised, therefore debit his personal 


a/e., and journalise as follows :— 
Robert Keldi i, <5 vs ioe ewWES £TSO: 
To Consignment of Tea to Keld....£780. 


Tf Keid had not made.a remittance to you on a/c. 
before the sale of the Tea, and when forwarding his 
A/S. had enclosed a cheque or sight draft in payment of 
the whole ofthe net proceeds, a personal a/c. with Keld 
-. wouid not have been absolutely necessary, in which case 
4 the transaction would have beer stated thus :— 
= “ Reevived from R. Keld, Newcastle, A/S. showing that Tea 
_ ~~ had realised net £780, and enclosing his cheque for the aint.” 

2 and would either have been entered in the Cash Book :— 

. “ To Consignment of Tea to R. Keld, £7890,” or journalised :— 

F Cash Dr. £780, Lo Consignment of Tea to R. Keld, £780.” 

“' 


5 a: 
a 178. When freight, carriage, insurance, &c.; are due 
but not actually paid, open a Suspense A/e. for these 
outstanding expenses, and credit it with the total of the 
various charges. In slesiang outward Consignment A/cs., 
- when the whole of the goods consigned have been 
_ sold and A/S. renderéd to you, the difference is either a 
profit or a loss, and must consequently be transferred to 
the P. & h. A/c. Should the whole or any part of the 
consignment remain unseld, the value of such stock 
_ should_be credited to the a/c., which is balanced in the 
" sameway as a goods a/c., the difference being carried 
> to the P. & L. A/c. and the balance or stock brought 


| down. 
. Dr. Consignmentor Tea ro R. Kerp. (Ex. 37). Cr. 
; ee c f= Pie iain eer re = he 
m  1907 le lslad 1907 | ls lala 
PeeN OV. 74 LO Tent. . ser. ...|/720| - | - Noy. 26) By Account Sales {¢SO} =| = 
oF AOl ee CaTIAgE. «so | 10/13} 4 
«» 20 | 4, Net. Profit to ; : | | | 
P. & Im Afe.|| 49) 6) 8 | 
—) = SS —_—s 
HTSOl = |= s7e0| | - 
! r Izeal 


Dr. Robert Keld. (Ex. 37). Cr. 


£ 
Nov.26 | To Consignment of Nov.22"| By B/Re.. 3. «s 200 
an eared 789 » 30] ,, Balance...e/d. 480 
s|| 780 sll 780 


Dec. 1 | To Baiance ..b/d 480 


Dra Consignment to (H. Poote) Smyrna, Cr. 
| 0 a 
1890 | £ | sla. 189 sd. 
Jan. 1 | To Balance ...b/fj| 680] - | - {Jan. 15| By Draft........ 750| 6) 8 
Be Wes ped MNCL pes ero 640| ~~ [Se 28| 5) DEAL scsi 420) - | - 
» 9» [a> Freight Chas. 56) 2] OF ,, 31) ,, Bal.(Stock)e/d. || 338} 4| 6 


>) NET PROFIT] 1321 8] 5 
| £/|1508|11) 2I 

= ee ee 

Feb. 1 | To Balance ..b/dl| 338) 4) 6 


s)|1508/11) 2 


179. CONSIGNMENTS received. An inward con- 
signment is the transference of goods to you, the 
consignee, by the consignor, for sale on commission. 


Transaction :—“‘ Nov. 4. | Received consignment from H. 


Vint, Java, of 40 tierces of coffee, invoiced at £600.” 


There are two methods of dealing with Consignments 
Inwards ; the theoretical and the practical. Theoreti- 
cally no entry is needed in your Ledger on the receipt of 
a consignment of goods such as the above. You have 
not ordered and are therefore not liable for the value of 
the goods until sold. Although no a/c. is required to 
be opened in the Ledger, you must, however, record the 
receipt by you of the consignment in the Consignment 
Book Inwards; the particulars being obtained from the 
pro forma invoice supplied by the consignor. 


Transaction :—“ Nov. 6. Paid in cash Freight on 
Consignment from H. Vint......£30 6 8,” 


Now that you have made a payment in respect of 
Vint’s consignment you must open a personal a/c. with 
him, and debit him with all payments made by you in 
respect of the consignment of coffee, and credit him 
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with the amount realised on sales. Hither enter in the 
C/B., ““ By Hugh Vint, (Freight) ’’ or journalise :-— 
“ Hugh Vint (Freight)....Dr. To Cash £30 6 8.” 


Transaction :—“‘ Nov. 9. Remitted a Bill on a/c. of consign- 
ment of Coffee for £400’ would either be entered in the 
B/P. Book or journalised ‘‘ Hugh Vint Dr. To B/P. £400.” 


Transaction : ‘‘ Nov. 12. Sold Keen, Coffee from Vint, £145 11.” 

Transaction : “‘ Nov. 14. Sold Keen, Coffee from Vint, £180.” . 

In both cases journalise, debiting Keen and crediting 
Vint. ; 


Transaction: “Nov. 15. Placed to our own a/c. H. Vint’s 
. Coffee, £210.” 


Enter either in Purchases Book or journalise :— 


Coffee Ale. Dr. To Hugh Vint. 


Transaction: ‘‘ Nov. 25. Forwarded A/S. of Coffee to H. 
Vint. Commission charged. .£26 15 8.” 


This commission is-your profit for effecting the sales, . 
therefore journalise, debiting H. Vint and crediting 
Commission A/c. The difference of the latter A/c. must 
be carried to the P. & L. A/c. when closing the books. 


From the above transactions you will see that an 
inward consignment is dealt with exactly like a personal 
a/c. ; and the difference represents either a balance due 


to you or by you. 
Dr. Hugh Vint. (Ex. 37), Cr. 
| 


1907 £ |s.\d.] 1907 £1) Bid. 

Nov. 6| To Freight ......|| 30) 6| 8JNov.12| By Jas. Keen ...|| 145/11) - 
AON tart TALE euaateinie) aks 00|-|-} ,, 14] ,, Jas. Keen ... 180 -|- 

» 25} ,, Commission ..|| 26/15) 8] ,, 15 | 5, Coffee A/e. ..|| 210) - | - 

» 30] ,, Balance ..'.c/d|| 78] 8 8 fasta 

i s\| 535111) - 


£|| 535)11) - 
Dec, 1| By Balance...b/d)| 78) 8 8 


The practical method of dealing with a Consignment 
Inwards is to open a Consignment A/c. and debit it 
with the invoice value of the goods ; at the same time 
crediting the personal A/c. of the consignor. This 
personal a/c. should be debited with any expenses 
incurred in connection with the consignment, as well 
as with any remittance to the consignor. 


On the sale of the goods the purchaser would be 
debited and the Consignment A/c. credited. The 
Consignment A/e. is elesed by carrying the difference 
thereof, representing the gross profit or gross loss, to 
the personal a/c. of the consignor, as shown below. 


Dr. ~ Consignment from H. Vint (Ex. 37). Cr. 
1907 | ~ £)s\d.4 1907 ) £81. 
ae LorOotteet.ee ina 600) - | - [Nov.12 | By Sale, J. Keen || 145/11] - 
eked pene » 14] ,, Sale, J. Keen || 180] - | - 
z 15] ,, Sale, Selves. .|/ 210] -| - 
» 30] ,, TransfertoH. 
Vint’s Afe.|| 64| 9} - 
| 600| - | -| sll 600) - | - 
Dr. Hugh Vint (Ex. 37). Cr. 
None To Freight | By C signment . wa 
Ov. o Freight ...... y Cons 
Sn Q sl Eee B/P., Sa | 40 of Coffee ...|) 600] - | - 
» 291 5, Commission ..| 3 
>» 30} ,, Transfer from | eS 
Consignment A/c. = 
» 80) ,, Balance ...c/d) Se 
£ £)| 600) - | - 
[Se 
| 


By Balance...b/d|| 78/8) 8 


180. DUTIES. As a means of revenue for the 
country two kinds of taxes are imposed on merchandise 
and manufactures. (1) Duties on certain goods 
produced and consumed at home, called Excise, and (2) 
Duties imposed on goods on their importation into or 
exportation out of a country, called Customs..: Such 
duties are imposed on the basis of a schedule or list 
issued by the Government, called a Tariff, and collected 
by Customs and Excise officers, the payment of excise 
duties being witnessed by a document called a Permit. 


If you purchased Whiskey produced at a cost of about 
£5, you would be required to pay in duty about £15, 
bringing the cost of the Whiskey up to £20. Therefore 
as all amounts paid for duty on Goods increase their 
cost, such amounts must either be debited against the 
goods a/c. in respect of which they are paid, or a 
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ss Duty A/e.” must be opened, the total of which, on 
balancing, would require transferring to the Goods or 
Trading A/c. affected. 


Exereise 37. 


Albert and Leo Pupil, trading in partnership under the style 
of Pupil Bros., as Tea and Coffee Merchants, find their Assets 
and. Liabilities on the 1st November, 1907, to be as follows :— 

Assets :—Cash, £1846 2s. 4d.; Tea, £1680; Coffee, £900; Jas. 


; Keen, £101 Is. ; B/R. on Alfred Carr for £600, and on S. Hunt 


for £500. Liabilities :—Alfred Carr, £107 3s. 4d.; B/P. due to 
W. Mack, 5th Nov., for £800, and one due to J. Routh, 30th 
Nov., for £720. Capital belongs partners in equal shares. 
(Separate A/cs. must be kept of Tea and Coffee.) 
Deposited Cash in Bank ..........+.++. £1600.-— — 
Made advance for Petty Cash (76) ...... PM S50 = 
Received Cheque from James Keen...... 101i — 
Remitted Alfred Carr, Cheque .......... 100 -— —- 
Sold to James Keen, Tea, £560 ; Coffee,£480 1040 — 
Paid for Stationery out of Petty Cash ... 6 5 - 
Recd. Consignment from Hugh Vint, Java, 
of 40 tierces of Coffee, invoiced at (179) 600 — - 
B/P. honoured at Bank (142) .........-- 800 - = 
Bought of A. Carr, Tea, £600 ; Coffee, £320 920 -— —- 
Paid in Cash, Duty on Tea (180) Debit Tea 
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eae LOU se aisle wlegsioile euslers «angele aro scopes TL et 
» 9. Reed. from J. Keen in settlement of his a/c. 
a B/E. due 15th Nov., £800, Cash £240.. 1040 - —- 
» 9. Remitted Hugh Vint a Bill at one month on 
a/e. of Consignment of Coffee form (1 19)s 2 400 =— = 
9. A. Carr’s Bill due to-day, dishonoured (166) 600 — — 
» 11. B/R. honoured at Bank (WAG) eaten teeta oer» 500 - - 
» li. Alf. Carr discharged his dishonoured accept- 
ance, and Int. £1 13 in cash (N.B.a.) .. 601 138 - 
», 12. Sold James Keen, Coffee from H, Vint (179) 145 11 - 
2. Remitted cheque for carriage on Tea (75) 30 11 - 
», 12. Bought of Alfred Carr, Tea ........++-- 580 - - 
», 13. Accepted Carr’s draft at 1 mo. on a/e. £920 
including 1 mo.’s int. £3 16 8 (N.B.b.).. 923 16 8 


,, 13. Paid Wages in Cash (Trade Exs. a/c.) ..- 34 5 
», 14,. Sold James Keen, Colcee caste.0> ——— 
CLI D5; » irom Vint £180 — — 500 - - 
,, 14. Drew on J. Keen at 2 mos. including £4 3 4 
for interest (N.B.c.) ....eseeereereees 504 3 4 
GI 


Nov.15. Paid A. Carr, cheq. £577 15 -, Dis. £2 5 - £580 
», 15. J. Keen’s Bill due to-day dishonoured (166) 800 
“' Paid Noting Charges out of Petty Cash 1 
», 15. Placed to our own a/c. Vint’s Coffee (179) 210 
» 16. Retiréd Bill due 30thNov.by cheq.£717 5 - 
(168) And was allowed rebate - 215 - 720 
» 17. Sent Robert Keld,Newcastle,to be sold on our 
a/c. 84 chests Congou, 7200 @ 2/- (174) 720 -— — 
»» 18. J. Keen forwards his acceptance at 7 days _ < 
5 with noting exp. and £10 forint.(N.B.d) 811 1 — 
» 19. Sold James Keen Coffee for Cheque£80 — - 
And-onoredit ig. ee te aa 12121 >> 20k 1 <= 
» 19. Pd.inCashCarr.onTea consig’dtoNewcastle 1013 4 
» 20. Bot. of A. Carr, Tea for Cheque £60 — -—- : 
B/P. at 3 mos. £200, on Credit400 -— - *660 -— — 
» 21. Discounted at Bank J.Keen’sBill : Proceeds 
(161) pd. to Bank £500, Dis. thereon£434 504 3 4 
» 22. Recd. from R. Keld, Bill at 1 month as an 
advance against Consignment of Tea(174) 300 - — 
», 23. Discounted Alfred Carr’s Bill at Bank. Net - 
= proceeds £7.07 cl 5, Dis: £201 9)(16L)— . = seal One 


Let 


Commission charged (179) ........... - 2615 8 
». 26. Recd. from: R. Keld, Newcastle, A/S. 

showing that Tea had realised net (177) 780. — - 
» 27. Alfred Carr’s Bill previously discounted at 

Bank returned dishonoured (166) ..... 710 - - 


day with a2mos.bill including int.for (167) 885 7 8 


29. Paid Gash ton Rent ose. ott eee te 56210 — 
» 29. Credit each partner with Int. on Cap. £17 34 -— - 
», 29. Debit partnersInt.on withdrawals8/4ea.(78) — 16 8 


» 30. Value of Stock, Tea £2200 ; Coffee £290. 


N.B.—(a) Total in C.B. ; pass Interest through the Journal. 
(6) Total in B/P. Book ; pass Interest through the Journal, 
(c) Totalin B/R. Book ; pass Interest through the Journal 
(d) Totalin B/R. Book ; pass Interest through the Journal. 


Answer.—Trial Balance: totals £28115 2 -; balances £5906 
- 8. Gross Profit on Tea, £68 15s. 8d., Coffee £411 ls. -; on 
Consignment £49 6s. 8d.; Net Profit £463 19s. 8d.; Bal. of each 
Cap. A/c. £2198 11s. 6d. Total of B/S. £5999 8s. 4d. 


181.. A JOINT ADVENTURE A/c. is the record 
of a speculation entered into by two or more persons, 
in order to divide the result of the adventure. A 
Joint Speculation a/c. must be treated like an Outward 
Consignment a/c. until it is necessary to close it; that 
is, debit all payments and credit all receipts in respect 
of ‘the goods speculated upon. 


” 


ee ee et ae ae eee 


Oe a ae 


ones ree ey 
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Transaction :— Dec. 7. Bought of Peter Shaw, Tea, on J oint 
A/e. with Thos. Watts, £370 14s. 6d.” Journalise :— 


Joint A/c. with Thos Waits, Dr. £370 14 6. 


TO Peer GROW 1c kan ie Ge ah es £370 14 6. 
Transaction :—““ Dec. 9. Received from T. Watts, Cash for 
his half thereof...... £185 7 3.” Enter either in C.B. or 


journalise :—Bank Dr. To Thomas Watts £185 7 3. 


Transaction :—“ Dec. 20. Sold to John Hale the Tea purchased 
on Joint A/e. with T. Watts....£435.” Journalise :— 


REPEL tet tere Sor eye ase ge pies oe Dr. £435. 
To Joint Aje. with T. Watis ........% £435 
Transaction :—“ Dec. 20. Commission charged on sale thereof 


....£6 10 6.’ Journalise :— 


Joint A/exwith T. Watis....Dr. £6 10 6. 
To Commission Ajc.......+.. £6 10 6 


The Joint A/c. being a Goods A/c. is balanced by 
transferring one half of the difference to the personal 
a/c. of Thos. Watts, and the other half to your own 
P/L. A/c. 

Dr. Joint Account wits Thomas Watts. (Ex. 38.) Cr. 


1907 »£ | s.(d.J 1907 £(s.ld. 
Dec. 7| To Tea of Peter Shaw ...| 37/14 + oa BySale to Hale}|435) - 
i 1 


»» 20| ,, Commission ......... 6110 
»> 31| ,, Profittransferredto: | i 
T.WattsA/e.4 £28 17 6) 
P.& L, A/c. 4 £28 17 6 
s 57|15| - 


£) 435) - | - £))435) - | - 


182. SUSPENSE A/c. (sometimes called a Contin- 
gent Ajc.). -This is an a/c. wherein various items are 
recorded, which, owing to death, oversight, postal 
irregularities, or want of detail or information at the 
timé of entry, cannot be placed to their proper a/cs. in 
the Ledger. It is also used for adjustment and appor- 
tionments, such as recording the proportions of Wages, 
Insurance Premiums, Rates, Taxes, Gas, Electricity, 
Water, Trade Expenses, &c., unpaid or prepaid, which 
are chargeable or allowable in respect of the period for 
which you are preparing a P/L. A/c. For instance, 
suppose you are closing your books on the 3lst Dec- 
ember, and the last payment of Wages was only to the 
28th, it is clear that if your Wages a/c. is to be correct, 


you must debit it with the amount earned in respect of 
those 3 intervening days and credit what—certainly not 
cash, for those wages are not paid, but a Suspense A/c. 
The transaction :— : : 

“Dec. 30. Rent, Rates, and Taxes due £28 4 -.” 
must be journalised :— : 


Rent, Rates, & Taxes Afe. Dr. £28 4 - 
Po Suspense A lOc gas vst os £28 4 - 


On the other hand, insurance, rates or taxes, &c., 
may have been paid in advance, in which case the proper 
proportion of these items should be debited against the 
Suspense A/c. and the T/E. or other A/cs. credited. 
Whenever the sums credited to the Suspense A/c. are 
paid they must be debited to the Suspense A/c. and 
credited to Bank or Cash, e.g., ‘‘ Paid Rent due last 
month,’ must be entered on the Cr. side of the Cash 
Book, thus:—‘ Dec. 5. By Suspense A/c. (Rent) 
£25.” And on the contrary, when the period in respect 
of which an item was debited to the Suspense A/c. has 
expired, the amount must be debited to the T/E. or 
other a/c. and credited to Suspense A/e. In apportion- 
mg Trade Exs., &c., for @ given period, a Suspense 
A/c. is not absolutely necessary. For instance, re- 
ferring to the three days’ Wages unpaid on the 31st 
Dec., they could be debited to the Wages A/c. for 1915, 


and credited to the Wages A/c. for 1916, through the. 


medium of the Journal thus :—_ 
1915. Dec. 31. Wages A/e. Dr. £300. 
1916. Jan. 1. LO: Wages Alen sgn £300 


Should this method be adopted it will be seen that a 
Nominal A/c. may show either an asset or a liability. 


Dr. Wages A/e. Cr. 
1915 | 1915 £ 
Dacet To aus anaveiave ics, « Dee.31| By Transfer to 
wee ) SARS aretivetene ais PL. & L, Aje. 
» 31) ,, Wages owing c/d - meals 
£ 8], 30900 
1916 
Jan. 1) By Amount owing 300 3 


Jan. 1| To amount prepaid 


Dr. Fire Insurance A/c. Cr. 


£ | sid. 


1917 £ | s.jd. 1917 
Mar. 25) To Cash-......0-. 200) - | - Dec.31) By amount prepaid : 
PUNO ee Oe Te anminsin er 150) - | - carried down . .|!246| 5] - 
Son Dok. eDOse eratineote.ct< 168| - | - 5, Transfer to 
(EG RAT |e DO.  wci s 3 ais 100) - | - P. d& DL. Afe. ..| 371) 15) - 
glle1g| - | - i618} - | - 
246/ 5! - 


183. RESERVE for DOUBTFUL DEBTS, some- 
times termed BAD DEBTS RESERVE. In closing 
your books and preparing the Balance Sheet it is 
essential that you should make ample provision for all 
possible liabilities, otherwise your assets May appear 
greater than they actually are. It is unlikely that all 
your debtors are financially sound, and in view of 
possible defaulters, you should examine each personal 
a/c. in your Ledger, and in a memorandum book make 
a list of such as are in the least doubtful. You will 
then be able to form an estimate of the amount unlikely 
to be recovered. An allowance in respect thereof 
should be charged against the current profits by being 
debited to the P. & L. A/c., and credited to the Reserve 
for Bad Debts A/c. It is a common practice to ‘“ write 
off’ at each balancing a given percentage, say 5% on 
the total of the book debts. If there be a Cr. balance 
on the Reserve for B/D. A/c. at the end of the previous 
year, this amount may be deducted from the new 
percentage allowance. 


No further entry must be made in this a/e. until the 
next balancing. All bad debts occurring between one 
balancing and another must be placed, as usual, to the 
“Bad Debts A/c.” as directed by par. 74. When 
closing the books the total of the ‘Bad Debts A/c.” 
must be transferred to the Dr. side of the “ Reserve for 
Bad Debts A/c.,” and the Cr. balance of the latter 
a/c. carried down. If the total of the ‘‘ Bad Debts 
AJe.” should exceed the amount of the Reserve, the 
difference must be debited (by Journal entry) to the Pe 
& L. A/c., and credited to the ‘“‘ Reserve for B/D. 
Aje.,” in which case, the latter would, of course, 


balance. After thus closing the “‘ Bad Debts A/c.” and 
adjusting the “ Reserve tor B/D. A/c.” the percentage 
allowance for the following period must be ascertained, 
“such amount being debited to the P. & L. A/c., and 
credited to the “ Reserve for B/D. A/c.” If the total 
of the Bad Debts does not exhaust the Reserve, and 
no further provision is required, there is nothing to 
charge to the P. & L. A/c. By way of illustration the 
following transactions are recorded below :— 


1917. Jan. 1. Balance of Reserve of 5% for Bad Debts 
e On £5000 DBs po cekes ona be eRe Coe ee £250 


June 30. Total of Bad Debts A/c. on closing books £150 
(Journalise “ R. for B/D. A/c.” Dr. to B/D. A /c.£150) 


June. 30 Reserve 5% for Bad Debts on. .£4500 


after allowing £100, being tredit bal. of R. for 
B/D. A/e 


SRS ew Mra whee a sea, alee, o, ev tel le el eter ensle te liel ai das tite 


Dec. 31. Total of Bad Debts A/c. on closing books £285 
(Journalise R. for B/D. A/c. Dr. to B/D. A|e. £285) 
(Journalise P/L. A/c. Dr. to R. for B/D. Ajc. £60) 


Dec. 31. Reserve 5% for Bad Debts on £5500 ... £275 


“ 


Drews Reserve for Bad Debts A/e. Cr. 
1917 : 1917 £& 
June 30 | To Bad Debts A/c. 


Jan. 1] By Balance... -b/f} 250 
», Balance ....¢e/d is 


June 30] ,, P & L. A/c....| 125 


Dec. 31 | To Bad Debts A/c. 


July 1/ By Balance....b/d| 225 
3” ” », Balance SCHL i ! 


Dec. 31] ,, P.& L. Afc.... 60 
» 81)°5,°P, & L. Aje::..| 275 


Jan. 11! By Balance «..b/d) £275 


The record in the Profit & Loss A/c, would be :— 


Dee. 31. To Bad Debts written Off Far cnereeee £285 
dd Reserve for Bad Debts on 
£5500 @ 5%......... teaver 275-—£560 
Lees Cr. Bal. of Reserve b/f. 225—£335 


_—— 


Pence sje penpals 


aye PRA eo 
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When preparing the Balance Sheet, the amount 
standing to the credit of the “ Reserve for Bad 
Debts A/c.’ should not be entered on the Liabilities 
side of the sheet, as other credit balances are, but 
should be deducted from the total amount of book 
debts or debtors entered on the Assets side, thus 


- reducing the amount of that asset to its true value, as 


follows :— 
Sundry Debtors on Open Alcs. ......eeeeeeaeee £5500 
Less Bad Debts Reserve .....ccccccccneveccs 275—£5225 . 


In Exercise 38 enter in the Balance Sheet as follows : 


Sundry Debtors, viz. :— 


Rufus Kemp .....++++. £525 “6 78: 
PON PLOLG™. o srohers(es 3-0 0 435 — -— 960 6 8 
Less Bad Debts : 
Reserve ..+ss0-- J 20 - - 940 6 8 
Leo Pupil’s Cap. A/c. eae a 


184. RESERVES for DISCOUNT. It is customary 
in most trading concerns to allow cash discounts in 
respect of payments made within a stated period. It 
would therefore be incorrect to place the fuli amount of 
the book debts as an asset in the B/S., seeing that most 
of the debtors will claim discount on their respective - 
payments. It is accordingly advisable to charge against 
the current profits a given percentage—say 5%/—on the - 
total amount of the book debts, after deducting the 
Reserve for Bad Debts. For instance, suppose the 
debtors’ balances to be £6000, upon which £300 has 
been reserved for Bad Debts, the allowance for 
Discount would be reckoned on the reduced amount of 
£5700. No further entry must be made in the Reserve 
for Discount A/c. until the next balancing, when the 
total of the actual Discount A/c. would be transferred 
and debited to it, in a similar manner to the total of the 
Bad Debts A/e., referred to in the last paragraph. 


Dr. “Reserve for Discount on Debtors’ A/e. Cr, 


1917 g 1917 : 
June 30} To Discount allowed Jan. 1| By Balanceb/fbeing 
for half-year as 5% on Book zs 
per GO, Bistocmieu) 240 Debts, £5700 ..| 285 


; Balance ..... c/d| 368 {June 30 Pl & i; Ase: 5% 
Ne ne : ” “on Book Debts, ; 
£7360 (after de-|. 

- ducting reserve)| 323 


£ £| 608 
—— 
Dec. 31} To Discount allowed By Balance..... b/d} 368 
for half-year as a ep Alerns « 32 
per Osh. ee 3p POL, A/e-59% on 
aco 55 -Balaneeanenin e/d BookDebts,£7500} 375 
Eee: | 775 


|| By Balance.....b/d) 375 


The record in the Profit & Less A/e.-in each case 
would be ag follows :— 


June 30. To Discount allowed on Sales .... £240 


Add Reserve for Discount on 
Debtors £7360 @ 5% ..... .. 868—£608 
Less Or, Balance of Reserve b/f. 2856—£323 
Dec. 31. To Discount allowed on Sales .. .. £400 
Add Reserve for Discount on 
- Debtors £7500 @ 5% ..... + 37T5—£775 
Less Cr. Balance of Reserve b/f. 368—£407 


- The record in the Balance Sheet on 30th June would 
e :— 


i " 


Sundry Debtors on Open Ales. ...... £7748 
“Less Bad Debts Reserve ....... .  3888—£7360 
_ Less Reserve for Discount ...... 368—£6992 


Reserve for discount on creditors may also be 
deducted in a similar manner as the reserve on debtors ;- 
the result, of. course, being quite opposite in its effect. 


Dr: Reserve for Discount on Creditors’ A/c. Ore 2 


- 1917 ; £ .1917 £ 
Jan. 1) To Balance b/f.being June 30) By Discountallowed 
5% on.Creditors for half-year a 
ECOG mais o%-o aves 285 per O.Be <6 c.s| 240 
June 30) ,, P. & L. A/e. 5% Fe OO ppg PROLEN COE ore oer c/d| 368 
on sum due to 


= 


£i| 608 £| 608 
July 1 To Balance ....b/d!) 368 


The record in the Profit & Loss‘A/c. would be :— : 


June 30. By Discount allowed on Purchases £240 
Add Reserve for Dis. on Creditors  368—608 


* Less Dr. Balance of Reserve b/f. 285—£323 


The record in the Balance Sheet would be as follows: 


Sundry Creditors on Open A/cs........-- £7360 
Less Reserve for Discount .......... 368—£6992 


7 


Exercise 38. 


On the Ist Dec., 1907, Albert and Leo Pupil entered into 
Partnership ; the arrangement being that Albert was to find all 
the Capital, and that he was in consequence thereof to have two- 
thirds of the profit, whilst Leo was only to have the remaining 
one-third. Z 

Assets :—Cash at Bank, £772 13 6, B/R. due 21st Jan., £45 
16 6, Consignt. to Hume & Co., Madras, £430 18 6, Merchandise 
on hand £529 1 8, Cash £27 6 6, Office Furniture £75, Consign- 
ment from Dent & Co., Calcutta, £540. Liabilities :—B/P. due 
16th Dec., £50, B/P. due 21st Feb, £300, Suspense A/e. for Rent, 
Rates, Taxes, &c., £30 16 8, Dent & Co., £240, A. Pupil’s Cap. 
£1800. All receipts and payments through the Bank unless 
otherwise stated. 


Dec. 2. Sold to Joseph Turner, Goods .......... £3307 10m 6 

; 2. Drewa bill at 2 mos. on J. Turner (146,171) 322 6 10 

And allowed him Discount .......---+ Stacoeess 

» 5). Paid rent due last month (182) ....+++++ 25 - - 
» 6. Sold to Rufus Kemp, the Consignt. of Goods 

on a/e. of Dent & Co., Calcutta (179) .. 525 6 8 

, 6. Our Commission for selling same ......-+ alae: . 


Our charges on same deducted from A/s..-. 4 13 
Dent & Co., Dr. To Com. & Charges A/c. 
£12108. Paid out of Cash Dock Charges 
thereon .....+-- RCO Di CaO HORE LEGIL Grane 


- 


Sy st el ve Ee eae ee = 
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Dec. 7. Bought of Peter Shaw, Tea on Joint a/c X 
with Thomas Watts (181)........« "... £910 14756 
» 9. Received from T. Watts, for his half (181) 185 7 3 


» 11. Discounted with Bank, Draft on J. Turner 

Dis. £4 16 8, total (161) ~.5..-..<...05 322 6 10 
», 18. Received A/S. from Hume & Co., Madras, 

showing that part of our Consignment to 


~ them had realised, after deducting Com. 
and charges, the sum of (176) ......... 356.18 9 

Leaving balance unsold ......... £139 9 9 
Drew on Hume & Co.,at 3 mos. for (146,171). 356 18 9 
», 16. Paid Bill falling due this day (142)....... 50 - — 
» 17. Paid Taxes due last Nov. out of Cash (182) 516 8 


a/c. with T. Watts (181) ....../...... 435 = 


Commission charged on sale thereof ..... 610 6 
», 20. Retired by Bank, B/P. Rebate £2 6 8 (168) 29713 4 
», 80. Office Expenses paid out of Cash ........ -410 - 

Clerk’s Salary paid dos Fae come 10 - - 
», 30. Rents, Rates, and Taxes, due GUS 2 Peta ats 28.4 = 
eins Partners’ withdrawals, Alb.£60,Leo.£35(7 8) 95 —- — 
»» 30. Credit Interest on A. Pupil’s Capital (71).. 6 5 - 
», 30. Allow for Depreciation of Furniture (82).. l1-- 
», 30. Reserve for Bad Debts (183) Serer 20 -—- — 


Merchandise on hand £258 9 6. 


Answer,—Trial Balance : totals £6208 - 7; balances £3041 10 1 3 
Gross Profit on Goods £59 18 4; 6n Joint A/c. £28 17 6; 
on Consignment, £65 10. Net Profit, £92 14 4; Balance of 
A.P. Cap. Ajc., £1808 13; Dr. Balance of L.P. Cap. AJe. 
£4111, Total of B/S. £2630 3 10. 


185. A TRIAL BALANCE may either consist of 
(1) the total postings to the Ledger, or (2) simply the 
differences or balances of the postings. The former 
method is the more advantageous one when all the 
transactions are journalised, because in addition to the 
equalisation of the totals you have the further check 
afforded by their agreement with the totals of the 
Journal. The second plan of taking out the balances is 
the one adopted in business and most examinations, 
as it exhibits in a very concise form the information 
from which, after the value of the goods on hand, or on 
consignment, &c., has been estimated, and the depre- 
ciation of buildings, machinery, plant, furniture, &c., 
has been written off, a P/L. A/c. and a Balance Sheet 
may be constructed. In practical work you must not 


ee eee 


<> 


’ fail to remember that the totals or balances of the 


various columns in that section of the Ledger, known 
as the Cash Book and Petty Cash Book, require to be 
included in the Trial Balance. 


The differences shown in the Trial Balance of the 
Personal A/cs., and of Cash, Bank, B/R., B/P., &c., 
give the correct amounts of the debit and credit 
balances without further manipulation. It is well for 
the book-keeper to prepare a rough T.B., monthly or at 
least quarterly, so that in case of errors or omissions 
they may be discovered and rectified without being put 


_ to the annoyance of having to search through numerous 


entries extending over a long period of time. The 
adoption of this suggestion will greatly facilitate the 
closing of the books at the half-yearly or annual 
balancing. 


186. A Trial Balance, the totals of which agree, 
does not conclusively prove the accuracy of the books, 
as it will not disclose the following errors :—(1) An 
amount posted to the wrong account, although on the 
right side of the Ledger. (2) An error in the book of 
original entry, such as the purchase of goods amounting 
to £53 7s. entered in the Purchases Book as £5 3s. 7d. 
(3) A compensating mistake, 7.¢., £50 5s. posted to the 
debit of a customer in the Sales Ledger as £30 5s., and 
the undercasting of the Sales Book by £20. 


187. The disagreement of a Trial Balance may arise 
from any of the following causes :—(1) Omission to 
post an item from the book of original entry to the 
Ledger. (2) Mistake in posting an item, such as the 
transposition of £42 6s. to £4 2s. 6d.=(3) Posting an 
item to the debit instead of to the credit, or vice versa. 
(4) Extracting the balance as a debit instead of a 


_eredit, dr vice versa. (5) Omitting a balance altogether. 


(6) Casting a Ledger a/c. wrongly, and thus causing 
a mistake in the balance. (7) Casting the book of 
original entry wrongly, thus causing an error in the 
total posted to the Impersonal account. 


188. After all the a/es. have been balanced and the 
Trading and Profit & Loss A/cs. have been prepared, 
a second or short Trial Balance of the remaining 
balances may be compiled. — As all the subsidiary a/cs. 
of profit and loss will have been closed and transferred, 
and the net result carried to the Capital A/c., the only 
balances remaining will represent Assets and Liabili- 
ties, from which a Balance Sheet may be prepared. 
Compare the full or first Trial Balance with the short 
or second Trial Balance of Exercise 39. 


First or Full Trial Balance of Exercise 39. 


= | Balances. 
Ledger Accounts. | Dr. Dr. || Gr. 
cose 8.(Gilt 8 — Fs, 
A. Pupil, Cap A/c. : 2410) - 
A.Pupil, Drwgs.A/c. 20} - 20} - | - | 
L. Pupil, Cap. A/e. (1205) - 
L.Pupil, Drwgs.A/c. 25) - 5] - | - 
Office Furniture .. 50} - 50) .- | - 
BillsReceivableA/e.|| 850} - 300} - | - 
Bills Payable A/c. || 700 357) - 
Stock Ajesa. mtn « 1400) - 1400) - | - 
Sales A/e. ....... 550)-- 
Con. from Gray’s. .|| 1000} - 160} - 
Con. to Platt & Co.|| 378} - 8}10 
Commission A/e. .|| 58) - 
Interest A/e ..... eee: alec 15] - | - 
Discount A/c. .... 10 _ {10} - 
TradeExpensesA /c. 37| 5 37| 5) 6 
Suspense A/c. .... 27)10} - 
Bad Debts A/e. .. | 100} - 100) - | - 
Gray & Co. ..P.L.|} 1160 - =| = : 
NationalDis.Co. ,, 300} - - [- 
John Boyd ...S.L.|) 600) - - 
Coles & Co... ,, 400} - - 
May & Co..... ,,<|| 650} - - 
Nevill Bros. .. ,, || 510] - - 
S. Platt & Co.. ,, |) 386/10 1G} - 
Thomas Wood ,, 300} - =| = 
Robey & Son. ,, || 500} - | - 1 100)-- 
Cash Aye. ssc | 1249/10; - | 10} - || 
Petty Cash A/e.... | PSS 4| 6) 
Bank Aje.;. scat, | 885} - Ss Ra 
£))11531)15 - | - /4876) - 


Second or Short Trial Balance of Exercise 39. 


Assets. Liabilities. 
Ledger Accounts. __ Dr. cr. - 
£ 8.2). £ : 5 

A. Pupil, Capital A/e........ 2398 in = 
L. Pupil, Capital A/e ...... 1185 | 9 | 10 
Stock of Cotton ........... 950 | - | - 
Office Furniture............ BOP 2 iP Js 
Bills Receivable A/c. ....... 300 | - - 
Bills Payable Ajce. ......... 300. | oo : 
IUISPONSS AypOunre aie ole oe cw lue 27) 10} - 
BPORMWESOV Ce. o,c0ie tte 6 sels Geer ure 600 | - - 
Pile Ree OO eraser asec 5 anes b 6 a ee - 
New Brag. tc niece's oe aces 510 | -- - 
REP IRGpIA CO. ata sess ct se « 136 | 10, - 
Thomas Wood. ...%...0i2- 300 | - - 
TRIGDe ye Os SOM aii. swe eee lene 100 | - - 
IE CAV OE Sarco owe wo nis sere af 431 | 10} - F 
Petoy-Caeh Ales 3 0.2. een 5] 4) 6 
PepeMT Ler ARC Tanatat 5 Ge a pieie 0124s 135 | - a 

£| 4068 4 6 ||£4068 4 6 


‘Exercise 39, (Lanc. & Cheshire Union Exam., 1894.) 


Albert Pupil’s Cap. consists of :—Cotton, £1000, Bank, £500, © 
Debts owing by Thos. Wood, £300, and John Boyd, £600. 
Total £2400. 

Leo Pupil’s Cap. consists of :—Cotton, £400, Cash, £400, Debt 
owing by Coles & Co., £400. Total £1200. (N.B.) 1st Jan., 
1908. 

Divide result of trading, three-fifths to Albert, two-fifths to Leo. 

Jan. 1. Bought of Holt & Co., Office Furniture and 

- paid by Cheque on Imperial Bank (81) £50 5 = 


» 1. Cash advanced to Petty Cash A/c. (76) .. LNs 
», 1. Paid to Bank L. Pupil’s Cash Capital .... 385 -- = 
» 5. Consigned to Sam Platt & Co. (per 8.8. 
’ ©Venus’’) Cotton to be sold for ourA/c.(174)3850 — — 
Drew on 8. Platt & Co., at 15 days’ sight for 250 - — 
» 7% Sold to Robey & Son, Cotton asc anele ee 200 - - 
» 8 Reed. of Robey & Son, Acceptance at 1 mo. ‘ 
of Coles&Co.,due 21st January (146,171) 300 - —- 
», 8. Recd. from Gray & Co., Consignt. of Cotton 


(per 8.8, “ Finsbury ”’) to be sold for their 
a/c. ; invoiced at (179) .....++-++++s05 1000 - - 
,, 10. Accepted Gray’s Draft at 14 days (146, 172) -100— = 
Discounted with National Dis. Co. Coles & 

Co.’s Acceptance £300, recd. cash (161). . 20 9b Oh 
», 14. Sold May & Co., Cotton, part of consign- 

ment from ‘Gray & Co. (179) 27..+++-+5 6507 a 
Our commission on aboye sale.....1+++55 ‘ 


Paid Freight and charges on consignment. 
(per'8.S. “* Venus ’’) to Platt’s (174) ... £28 — = 
», 14. Paid Dock Dues and Charges on Gray & 
Co.’s consignment to us (179) ......... 45 - - 
» 21. Cole’s Acceptance dishonoured (166) ..... 300 - — 
» 21. Reed. from 8. Platt & Co., A/S. of Cotton — . 
consigned to them ; proceeds (177) .... 38610 — 
», 23. Accepted a composition of 15/- in the £ from ; 
Coles & Co., in respect of their book debt 
of £400, and received from them their 
P/N. at 6 mos. for the comp. (74, 95a, 146, 
UA pC ras pei ere een Ho Sonne Bisse .. 300 - = 
», 23. Recd. cheq. for amt. of dishonoured Accept- 
ance of Coles & Co., from Robey & Son, 


and endorsed it.National Dis. Co. ..... 300M tee 


(National Dis. Co. Dr. To Robey & Son.) 
(In practical work enter in Cash Book “ To 
Robey & Son, £300.” ‘* By National Dis- 


count Co. £300.’’) 2 


», 25. Reed. Cash for our Bill on S. Platt & Co.(146) 250 —-™~ 
» 27, Sold to Neville Bros., balance of Cotton 
consigned to us from 'Gray & Co. (179).. -510 — 
Our commission on the above 25 - 
» 27. Bankpd. our acceptance of Gray’s Draft (146) 700 — — 
»» 29. Accepted Gray’s Draft at 30 days’ date 


Ce ee ry 


(146, 2012) eceara shat «tees =e 357 - = 
»» 81. Office Rent due this day (182) .......... 12 10. - 
Due to H. Law for Salary .............. 1 - - 
Paid Expenses out of Petty Cash ...... € 915 6 
Int. on Cap., Alb. £10; Leo £5 (71) ..... 15 - - 
Cash withdrawn by A. Pupil on private a/c. 
CUB a eich aianesa ah ops sagen cee 20 - = 
The like*by Leo "Pupil. oon ag ee 25 - - 


Stock of Cotton, £950. 

N,B.—Combine the Opening Entries by debiting Bank £500, 
Cash £400, Cotton £1400, Wood £300, Boyd £600, 
‘Coles & Co., £400, and credit A. Pupil. £2400 and 
L. Pupil £1200. 


Answer.—Gross Profit on Cotton £100, on Consignment £8 10. 
Net Profit, £13 14 6. Bal. of A.P. Cap. Alc. £2398 4 8, 
L.P. £1185 9 10, Total of B/S, £4068 4 6. 


189. SALES on COMMISSION. Merchants may 
occasionally hand you a sample of goods with the view 
to your effecting a sale on their a/c. and at their risk, 
for a stipulated commission. You do not take 
possession of the goods, but merely submit a sample to 
likely buyers, upon which sample you obtain an order, 
say from Henry Tew for £100 worth. You dispatch 
the order to your principal, James West, who: invoices 
and forwards the goods direct to H. Tew. In such an 
agency transaction as this, no responsibility whatever 


“i a ae ae a ee Ee eee ee eee Pe ae ee Te eT ee 


rests upon you, as the purchaser becomes the debtor of 
your principal. The only entry required in your books 
would be in respect of your commission, and this entry 
you would make on transmitting the order to your 


principal as follows :—James West....Dr. £0. 


To Commission Alc. ....£5. 

When-such commission transactions are numerous it 
is well to record full particulars in a Commission Sales 
Book, giving the date, name and address of seller, 
name and address of buyer, particulars of the goods, 
total net value, Ledger folio, amount of commission. 
All amounts in the Commission column would be 
posted to the debit of your principals, and the monthly 
total posted to the Commission A/c. — The total of the 
Commission A/c. would be transferred to the Trading 
or P, & L. A/c. on balancing. 

190. ON SALE or RETURN, In some businesses 
it is usual to forward goods on appro. (on approval), 
the customer having the option of buying or returning 
such goods within a specified or reasonable time. 
Although such transactions must not be treated as 


_ Sales, nor the persons to whom the goods are sent as 


Debtors, a proper record must be kept in the form of a 
Sales or Return Day Books, similar to the following .— 


ss Saleor Return. : @ Sales 
Goods sent on Saleor Return Rate: Vahio of ae 8 at 
_ Date. Particulars.| Amount. Goods Returned ||Goodssold. Bi _ ger 
ee 3 tas = |Sa|Bollo: 
(1) (2) (3) (6) | 


ange 


When goods are sent on Sale or Return they are 
entered in columns 1, 2, 3; if returned, further entries 
are made in columns 4 and 5; if sold, proper entries 
would then be made in columns 4, 6; and 7. - 

When the goods are retained, their value will be 
posted to the debit of the customer in the Sales Ledger, 
and the folio inserted in column 8 of the above book. 
The total of column 6, Goods Sold, will be posted to the’ . 
credit of the Sales A/c. 

The difference between the totals‘of columns 5 and 6 
taken together, and that of column 8, will represent the 
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these unsold goods must be included when taking stock, 
which will not, of course, be the amount stated in this 
book, but the cost, or under. 

~ When transactions in goods sent out on Sale or 
Return are so few as not to warrant a special book, they 
may be recorded at the end of the Sales Day Book, a 
transfer entry being made to the Sales Day Boek itself 
when the goods are sold. =A 

Exereise 40. 

Assets :—Cash £241 17s. 8d. ; Bank £193 19s. 11d. ; Goods £172 
lls. 2d.; Business Premises £1500; B/R, Tom Long £64; 
J. Plant £47 1s. 6d.; W. Reed £192 5s. Book Debts :—Chas, 
White £39; Tom Long £19 7s. 1d. Liabilities :=—B/P. to J. 


Ince £92 1s. 9d.; Bal. due to Wm. Hill £322 1s. 6d. ; Cap. 
£2055 19s. 1d. = 


1908. - Transactions. £-— 85, d 
Feb.1. Discounted Long’s bill at Bank; Dis.°£1-2 22 - 64. = os: 
», 2. Bought of W. Hill, Goods .2............ 3115 2 
» 4 My acceptance lifted at Bank (142) GaSe 139 
» 5. Bot. of John Battye, Goods for Cash, £95. 
Did, £5.55. 258 Feat eee 100 - - 
s» 6... Sold Goods to T, Long ~..3..0:.a....,. 196 19 10 
552 6 f 7 CS White scree eee Spee 45 - - 
» 7. Paid Water Rate in Cash ........... So Aste 
repel) Reed.C. White’sAcceptance atlmo.(146,171) 39 -— ~ 
» 13. J. Plant’s Acceptance paid in Cash (146)... 47 1 6 
» 15. Reed. of TL. Long, Cash £17 8 5. Dis. £1188 | ney Cae 
» 16. Bought of John Battye, Goods ......... 210. - - 
» 17. Sold for and at the risk of Jas. West to Hy. 
Tew, Goods £160, my Com. thereon being 
(180) a. aan soe Ses See 5 - = 
» 19. Reed. of T. Long, Acceptance at 2 mos 
: (146, TT I) ta ace eee ee 196 19 10 
», 22.7 Sold C. White, Goods for cheque......... 75 -- = 
see » T. Long a3 9975 Ee ee See Safe yey We) 
yp .23.% Paid into: Banks .2, eo ee ee 40 = ~ 
» 23. Handed W. Hill my Acceptance at 1 mo. 
(146).172) eee See ee 100 = S28 
also my cheque for. ........5........... 38 3° - 
also T. Long’s Acceptance .........e.5 ee 196 19 10 
which with Dis. settles his 8 Seared 18 13 10 
» 24. T. Long returned goods for not being equal 
oe Sample. (112) a. ee ee ee 27 -— -- 
yw 25. C. White is bankrupt and I receive a first 


and final dividend of 3/- in the £ (74, 95a) de 
Note transaction on the 10th. | As the 

dividend paid covers the amount of the 

B/R., the latter must be disposed of 

through the Journal thus : “OC. White, 

Dr. to_B/R., £39.” 


goods outstanding on any given date. The value of 


he me. 


= "3 = = aaeine S any r 


Feb. 27. T. Long’s discounted Acceptance, due 


to-day, returned dishonoured (166) ... £64 -— —- 

Paid Noting in Cash ...... S Eee - 6 - 

ne 28.) Pd. Loe ¥..Co.Care. of Goods bycheq.(75) 76> 8 
5, 28. Paid Wages in Cash.......+..+eeeeeeee 23105 
5, 28. ~Paid Travelling Expenses in Cash....... = 20 = 
», 28. Credit Interest on Capital (71) ......--- 1 - - 


» 28. Depreciation in value of Premises (82)... 37 10 
Stock of Goods £405. 


Answer,—T'rial Balance : totals £4646 13 4; balances £2798 4 10. 
Gross Profit £254 4 3. Net Profit £85 9 9. Bal. of Capital 
£2156 810. Total of B/S. £2466 8 10. 


Exercise 41. 


On Ist March, 1908, the Books of A. Pupil and L. Pupil 
(trading as Pupil Bros.) showed the position of their affairs to 
be as follows :— 


_ LIABILITIES. £ |s.|d. ASSETS. £ |s.\d. 
Bills Payable— Cash in hand..... £68 10 6 
No.52,due18Mar.300 — — » at Bank ....581 7 6 

.,, 53,due26 ,, 265 10 -| ————|| 649/18) — 

———_|| 565)10 Bills Receivable— 

Sundry Creditors— No. 76, R. Hanson£50 - — 
C. Lyon & Son £350 12 6 » 77, T. Wills., 60 2 6 
G. Good & Co. .179 10 - » 18,J. Ross... 70 10) = 

W.Morris&Sons 410 5 — Sundry Debtors— ———~ 185/12) 6 
———|| 940] 7 Thos. Wills ..... £72 10 6 
CAPITAL— Jones & Co. ....- 142) fe 
Albert Pupil...£830 - - Joseph Ross .... 59 2 6 
Leo Pupil .... 332 8 - Brown Bros. .... 73 5 — 

1/1162] 8 =—|| S47}, 5) = 

Stock of Goods ......-+++++ 1320)10) = 

Furniture & Fittings ....--- 165). -|= 

£//2668) 5 £//2668) 5| 6 


Leo Pupil is to receive a salary of £200 per ann... and 5% per 
ann. int. on the cap. of each partner is to be charged ; profit or 
loss to be divided as follows -—A.P. two-thirds, L.P. one-third. 
Mar. 2.—Bought of C. Lyon & Son :— 

M30—1316—Fancy Worsted, 52 PECs 
1317 Didi. 51—103 @ 8/- 41 4 - 
3.—Sold to Thomas Wills :— 
Q310—987—Woaded Worsted, 50 


988 3 51—101@10/- 50 10 - 
» 3. Received (and paid into Bank) from Thos. 
“Wills, £70, Dis. £2 10.6 (91) ..----+++- 0 7210 6 
» 9. Sold to Thomas Johnson, 2 pieces of :— 
010—599—Indigo Serge. - - 7524 
600 as ....50£= 103 for 39 9 6 
, 5. Paid Cash—Wages..-.-++-err setts 7" 6 2 - 
7. Sold.J. Ross : X1.—707—President 50; @ Ai LO oe 


2? 


ala) 
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Bought of G. Wood & Co. :-— 
A7—293—Woaded Worsted, 52 


294 ene eS O87 
295 e Bld 
296 504—=204@7/- 71 8 


Reed. from Jones & Co., Comp. of 10/- in the £ 
in settlement ; paid same to Bank (74,95a) 71 3 


~ Pd. G. Wood & Co.—Chq. £175, Dis. £4 10 - 179 10 
- Sold Brown Bros. : L12—763—Fancy 52@4/6 11 14 


’ Paid into Bank—Bill No. 76 £50, No. 77 
£40 2.6, No. 78 £75.10 (145) 2.50.35 pesos! total io 


Sold to Geo. Hirst :— ; Aas. 
P71—989—Woaded Worsted, 51 @ 10/- 25 10 


Bought of G. Wood & Co. :— ; = 
F7—312—Fancy, 50 ; \ 
313 a 51 
314 3 5I=152 @ 3/- .. 2.2 22 16 - 
Accepted C. Lyon & Son’s draft at 3mos. 346 10 
(146, 172). Discount allowed (Cash Books. 4a 
- Sold to J. Ross : XI—708—President 52@4/- 10 8 
Paid Cash Wages... 3.1.8) oa he 6 4 
Received Cash for Sundry Small Sales ...., 410 


Sold to Brown Bros. :— 
U71—801—Indigo Serge. 52 
802 . 50=102 @ 6/6 33 3 
Advised Bank to meet Bill No. 52 (142). =. -3005= 
Bought of C. Lyon & Son :— 
R72—1417—President, 52 
TALS. 53 51d 
1419— 7 503=154 @ 2/3 17 
Accepted W. Morris & Son’s draft at 2 mos.. . 405 


6 
(146, 172). Discount allowed (Cash Booky ome 
Sold to John Child :— 
F77—919—Fancy Worsted,.52 @ 12/--.. 31 4 
Sold to William Bell :— 
P71-990-Woaded Worsted, 504 
9 


9] : 514=102@10/- 51 — 

Paid Cash—Wages ...................... 6.2 
Sold to Arthur Ford -— ; 

010—703—Indigo Serge, 51 @ 6/6 ..... 16 11 


Bought of George Hart :-— 
B67—515—Indigo Serge, 51 
S17 : 524 ; 
508— 7 503=154 @ 5/- 3810 
Reed. of J. Ross and pd. to Bank £57 13, Dis. 1 9 
Received Advice from Bank—(166) « 
Rd. Hanson’s Bill Dishonoured ; Ex. 5/6 50) 5 
Advised Bank to meet Bill No. 53 (142) °... 265 10 


DD 


bP S35, SR 


_ Mar.24,. Bought of Wm. Morris & Sons :— 
E21-1279-Fancy Worsted, 50 
1280-. 2 514 


; 1281- =P 504=—152@8/- £6016 — 
» 24. Reed. of Brown Bros., 2 mos. sae £72. oe 15 - 
» 26. Sold to King & Co. :— } 
M107—709—President 514 
710— » 50% 
7i1l— » 62=154@3/6 2 ~ 
» 26. Sold to Sanfuel Green :— e / ee 
Ai00—992—Woaded Worsted, 52, @10/3 2613 — 
Paid Cash—Wages ......cccssnecenceeses 6 3 
> 28. Recd. of Thomas Wills, 3 mos. bill, £50. Dis. -—10 - 
» 29. Bought of C. Lyon & Son :— 
W15—1491—President, 504 
d 1492—- ,, 52 
1493— de 51 
; 1495—  ,,, 57=2103 @5/- 5212 6 
» 29. Sold to Hick Bros. :— ; : 
F77—920—Fancy Worsted, 50 @ 12/-.. 30 - — 
» 29. Sold to T. Wiils : Z29—717—President,52@4/-10 8 — 
;, 30. Sold to William Bell :— p 
P71—993—Woaded Worsted, 53 @ 10/- 2610 - 
;» 31. Received Cash for Sundry Small Sales .... 615 — 
» 31. Bought of George Hart :— 
C12—605—Indigo Serge, 51 
< 600— eS 514 
: 607— % 504=153 @ 6/- 4518 
» 31. Soldto J. Ross—XI—808—President,51@4/- 10 4 
» 31. Paid Cash—Travelling Exs. during month 20 5 


aa 


oOnRI al! 1 / 


- Paid Cash—Carriage during month ...... 7 8 
eae Bank Charges for month (72, 92) ........ 2 5 
»» Leo Pupil’s Salary paid by Cheque (78)... 1613 
NEE Credit Int. on Cap. :—A. P. £392,L.P.(71) 1 7 


> Value of Goods on hand £1350. 

Answer.—Trial Balance : totals £5655.18 8 ; balances £2698 19 10. 
Gross Profit, £100 10 6. Net Loss, £38 10 8. Bal. A.P. 
Cap. Ajc. £807 15 4, L.P. Cap. A/e., £32018 10. Total of 
Balance Sheet £2230 165 2. 

Exercise 42. (W.R.C.C. Inter., 1897.) Tabular. 

You are required to pass the following Waste Book entries 
through the Bought and Sold Day Books (which should both be 
summarised or dissected, see page 92), the Cash Book, Bull 
Books, and Jowrnal into Messrs. Maxey and Bell’s Bought, Sold 
and Private Ledgers, opening subsidiary Goods and P/L. A/cs., 
and having balanced the A/es. to draw out a T.B. showing 
balances, a P/L. A/e., and a B/S., journalising the Closing 
Entries :—Unless stated otherwise, all receipts are paid into, and 
all payments out of the Office Cash. 

Chas. Maxey and Walter Bell enter into partnership under the 
name of Maxey & Beil, on Ist Apr., 1906. Maxey is to get two- 
thirds and Bell one-third of the profits. Int. at 5% is to he 


allowed on the Partners’ Cap. A Bank A/c. is opened, C. 
Maxey pays therein £3250 and W. Bell £1625. (Enter in Cash 
Book.) : , 

They purchase the business and ‘Stock of Herbert Lanfear, 
ar Cheese, Bacon, and Butter Merchant, at £4057 10s., as follows : 
= Bacon, £1850 ; Cheese, £900 ; Butter, £1150; Boxes, Cases, &c¢., 
£32 10s.; Fittings, Fixtures and Furniture £125 (Enter in 
J OUPTUDL) © Sia Sastre sel ve etohe eee ce Re wees. £4057 10 — 
Maxey & Bell pay by cheque to H. Lanfear ...... 2557 10 - 
And accepted his draft at 3 mos. for balance (148)... 1500 — — - 
Apl. 2. Bot. of Chas. Gould : Bacon, £325; Cheese = 

DLO oats Fanctafuanidts: cree ncsassas een eiece: AO One 

», 5.* Accepted Bill at 3 mos. payable toC. Gould 480 — — 
» 9. Sold J. Clark : Bacon £125 3-C.s00G. 2-46 92 bee 
» 9. Sold for Cash: Bacon £52 10s.; Cheese 

£1SS “Buttorv’s Vs. were eas eee Ji - = 


8 
9. Bought of Henry Johnson: Butter ...... 230 -— —- 
» 9. Accepted H. Johnson’s Draft at 3mos. .. 230 — — 
9. J. Clark returned bacon because badly 
britiséd sro is suede cera oe 12°10 ==> 
9 


(Sales: Book) S— .aneieees see ee ee 18 10 —- 
» 9. Purchased for Cash: Bacon............ 5 <= FS 
» 9. Paid Cheque for Boxes, Cases, i Ween teen ees 125 = — 


»» 12. W. Bell withdraws for private use : a 8)—~ 12210 
50 450 -— — 
* a 15. Pd. Cheq. to C. Gould, £427 10; Dis. £2210 450 — — 


Feb. 4. Bought of H. Johnson: Butter ......... 400 - - 
. Accepted H. Johnson’s draft at 3 mos. (172) 400 - -— 


215 
Feb. 28. Stock of Goods on hand : Bacon £1896 10s. ; 
Cheese £1064 10s. ; Butter £1379 ..... £4340 <= 


» 28. Writeoff 10% Depreciation of Fittings(82) 
», 28. Credit for Int. on Cap. : C. Maxey (71) 162 10 - 
' W. Bell 81 5 


. Do. i ci ; 

4, 28. Debit for Int. on Drawings : C. Maxey (78) 16 5 
Sak Do. do. W. Bell .... - 10 11 

 Answer.—Trial Balance : totals £21839 12 4; balances £5525 15 -; 

Gross Profit on Bacon £250. Cheese £281. Loss on Butter 

. £37 10. Net Profit £119 24. Bal. C.M. Cap. A/c., £3440 > 

119. W.B. Cap. A/je., £1714 8 3. Total of B/S. £5555. 


a Exercise 43, (W.R.C.C. Inter., 1900.) Tabular. 


Record the following transactions of Murray & Co., by means 
of Journal, two Day Books, C.B., and Ledger. The receipts and 
payments (except P.C. Payments) are through the Bank. 
Journalise bill.transactions. Show the gross profits of A. & B. 

- Departments separately. Hach item of sale or purchase is 
_- marked A or B, representing the two Depts. Divide net profit 
in proportion to each Partner’s Cap. Show P/L. A/c. and B/S, 
- 8ist March, 1900. 

Liabilities : City Bank, Ltd., £1469 173; J ohn Murray, Loan, 
£200 ; Sam Matthews, £164 11 3; two B/P. :—Jones Bros., due 
Feb. 3rd, £120; Proctor & Co., due Mar. 3rd, £180. Assets: ~ 
Bryde & Son, £136 15; two B/R. ; Monteith Bros., due Jan. 4th, 
£55 17 6; Hy. Speight, due Feb. 3rd, £69 10; Fixtures & 
Furniture, £137 14; P.C. 14/11; Stock A. Dept., £1470 9; B. 
Dept., £1859 3 1. Capital :—Robert Murray, £957 9; Fredk. 
Wade, £638 6. : 

Jan. 3. Paid to Bank Monteith’s Bill (146)....... £55 17 6 
; 5. Bryde & Son accept-3 mos. Bill, £100, and : ; 
pay Cash £36; and Dis. 15/- (171) .... 36 15 = 
4 


» 6. Sold Goods (A) to Sam Matthews ....... 319 2 
5» 8. Oheque drawn for P.C. (76) .....++-.005> 30- - 
», 10. Sold Goods (B) to Harold Langton, £76 1411 

and (A) £143 196 ...... see eeeeeeens 220 14 56 
», 11. Bot. of Jones Bros., Goods (A)saee concent 49 3 9 
,, 12. Bot, of Mathers & Co., Goods (B) ....... 64 1° 1 \ 
,, 13. Paid Fire Insurance......sseeeeeseeeees 316 = 
5, 16. Sold Goods (B) to Monteith Bros. and recd. 

3 mos. Bill (146,171) ......-sseeeeees 98 1 11 
» 31. Pd. Salaries £24 10s. and P.C. Payments 17/6 

Feb. 1. Speight’s Bill handed to Bank (145)....-. 69 10 - 

»» 3» Bot. Goods (A) of Sam Matthews ......-. 37 10 11 
» 3. Retired Bill due this day (146) ....-..--- 1200 - —- 
5. 3 Sold Goods (A) to Harry Speight ........ 9419 6 
» 5. Sold Goods (B) to Bryde & Son ....----+ 7610 2 
, 6. Bank notify that Speight’s Bill is dis- 

honoured with 3/- expenses (166) ...... 69 138 - 
,, 19. Pd. Mathers & Co., £53 10s. ; Cael hl. Ok LS 
» 20. Bot. Goods (B) of Jones Bros......+++++5 86 111 


Feb. 22. Sold Goods (A) to Monteith Bros., £193 2 11 


and. rec) Billi (171 \esse trans austere eet £86 10 9 
» 24. Bot. Goods (B) of Walker & Sons ....... 49 17 3 
» 28. Paid Salaries £19 5s.,and P.C. Payments... -—15 4 
93, 2 28.-- PRIGHRGCOSE. pcre thers eee i Satie Dbde- ais 12 5 6 
Mar. 3. Retired Bill, due this day (146).......... 180 - = 
» 5. Bot. Goods (A) of Sam Matthews ....... O6g Org 
», 14. Accepted Jones Bros. Bill, 3 mos. £135, 
digs.5/ 8:(M72) era cee neers uate 135 6 8 
» 20. Recd. first and final Div. on Speight’s Debt, 
10/-an) theka(74, 958)! a micen nak arenes Pee ie ars 
» 21. Bot. Goods (A) of Jones Bros. ......... er 1: Wl noe | 
» .22. Sold Goods (B) to Bryde & Son ......... 201 9 6 
» 24. Gave 8. Matthews Bryde & Son’s Accept- 
ance due April 8th (146) ............. 100 —- = 


» 26. Pd. Walker & Sons £47 10s.; dis. £273.. 4917 8 
» 31. Pd. Salaries £21 15s.; P.C. Payments 14/5 
» 31. Pd. John Murray 3 mos. int. £210;Pd. Rent 25 — — 
»» 31. Bank charge int. £21159; Comm. £1 (92) 22 15 9 
», $81. Depreciation of Fixtures (82)............ 314 - 
Stock in hand (A) £1376 3 11 (B) £1703 14 8. 
Answer.—Trial Balance : totals £6337 17 - ; balances £3938 18 7. 
Gross Profit on A. Dept. £144 3 6; on B. Dept. £107 7 10: 
Net Profit £68 15 7. Bal. of R.M. Cap. AJc. £998 14-4, 
L.W. Cap. A/c. £665 16 3, Total of B/S. £4005 5 2. 


191. MORTGAGES, which are either legal or 
equitable, are pledges of real or leasehold property 
given sa securities for money advanced. A legal 
mortgage is one where the borrower, known as the 
mortgagor, executes a deed charging his property in 
favour of the lender, who thus becomes the mortgagee. 
Such a deed contains a proviso for redemption, entitling 


the mortgagor to a reconveyance of his property on’ 


repayment of principal together with interest and costs 
to the mortgagee. An equitable mortgage is one of any 
other kind, even a mere deposit of title deeds by a 
debtor with his creditor, without verbal communication, 
is deemed evidence of a contract for a mortgage of the 
estate referred to in such deeds. The stamp duty on 
mortgages is 2/6 per £100. 

Perhaps during the course of your business career 
you may wish to raise a sum of money. You possess 
land and buildings which you do not care to sell ; there- 
fore you offer a mortgage upon them, say to Smith, for 
£2000, which sum you borrow at 6%. To obtain such 


Wh ee - 


% 
“ 
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an amount the property should be worth not less than 
£3000 (the £1000 difference being the “ margin’) in 
order to afford a good security to Smith, the mortgagee. 


_As mortgagor, you would sign the mortgage (which 


would be prepared by a Solicitor) and hand over the 
title deeds of the property to Smith. This security 
might be redeemed at any time on giving due notice to 
the mortgagee, or on the latter calling in the money. In 
case of default in payment of either principal or interest 
by you, the mortgagee could sell the estate and repay 
himself the amount owing. On obtaining such a loan 
you would open and Cr. John Smith, Mortgage A/c. 
debiting either Cash or Bank. On repayment of the 
whole or any portion of the principal you would debit 
the Mortgage A/c. All payments of interest, being 
losses, would need debiting to the Interest A/c., and 
not to the Mortgage A/c. The amount of the mortgage 
must be shown in the B/S. among the Liabilities, and 
must not be deducted from the value of the premises 
on the Assets side. Foreclosure is the forfeiture by a 
mortgagor of-his right to redeem the security, known 
in law as the Equity of Redemption ; (the difference 
between the amount owing by the mortgagor and the 
total value of his security) by reason of his default in 
payment of the principal or interest of the mortgage 


' debt within a reasonable time. 


192. OVERDRAFT is the term applied to the sum 
of money owing by a customer to his banker on current 
account, as distinguished from a specific loan. It is part 
of the business of a banker to advance money to his 
customers by allowing them to overdraw their A/cs. 
Interest is, of course, charged from day to day, for the — 
amount overdrawn. Before allowing an a/c. to be over- 
drawn, bankers generally insist on some security being 
given, such as a Bond by some responsible person ; the 
deposit of title deeds; stock and share certificates, 
assurance policies, etc. The deposit of such securities 
is usually accompanied by a written memorandum of 
agreement called an “ equitable mortgage,” setting 
forth the conditions of the loan, and stating that the de- 
posit of certain valuable documents are as a guarantee. 


{ 
) 


Occasionally a legal mortgage of land and buildings is 
given as security. In the case of a further security being 
given for a loan or overdrawn a/c., beside the debtor’s 
promise, bond, or mortgage, the latter would be called 


the principal security; while the extra or additional 


guarantee would be termed a collateral security, which 
is a deed charging further property, besides that already 
mortgaged, for the better safety. of the banker.: In 
commencing an exercise where an overdraft had been 
obtained from the Bank, the amount thereof must be 
entered on the Cr. side of the Cash Book. The over- 
draft would be shown in the B/S. among the Liabilities. 

193. CONTRACTS. A contract is an agreement 
entered into between competent persons with a lawful 
consideration or cause whereby each person binds him- 
self to do, or abstain from doing, certain acts. An 
undertaking to do certain work or supply certain 
articles for a specified consideration. Just as you open 
certain a/cs. for consignments, for the purpose of 
ascertaining the result of a special branch of business, 
‘so you must open a special a/c. whenever you enter 
into an agreement tc do certain work at a stipulated 


figure, in order that you may know the result of such o 


an undertaking. You will open an impersonal a/c. 


headed Contract a/c. and debit it with the cost of 


material, cartage, use of plant, workmen’s wages, 
incidental expenses, &c., and credit it with any 
instalments received during the progress of the work ; 
and on completion credit it with the balance of the 
contract price (if any). - When plant, &c., which has 
been used upon a contract is sold at a depreciation, 
the difference between its valuation on the contract and 
the price realised, must be debited to the Contract A/c. 
affected. ‘The difference of the Contract A/e. when 
complete, being a gain or loss must be carried to the 
Trading or P. & L. A/c. Should the contract be 
incomplete, the difference will be an asset, and must 
therefore appear in the B/S. If a balance remains 
owing on the completion of a contract it must be 
transferred through the journal to the personal a/c. of 
the debtor with whom you have contracted, | 
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= 194. While the above method of recording trans- 
actions is quite correct, and shows all the facts in a 


acceptable at a public examination ; still in practical 


co 2 3 

-_ concise form, as well as in such a manner as would be 
* 

4 


opened for the same. 


Contract No. 125 (Ex. 50). 


work, the cash instalments would not be passed through 
the Contract A/c. at all, but a personal a/c. would be 
On completion of the Contract 
the total value of the contract would, by a journal entry, 
be debited to the debtor and credited to the Contract 
A/c. The following examples illustrate this method. 


Cr. 


To Balance b/d .. 
_,, Materials.;... 
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Proprietor’s A/e|| 3100 
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Dr. Mercia Tank Proprietors. (Ex? 50) Cr. 


1894 £ 1894 
Jan, 28; To Contract No. 125 || 3100 Wan. 6 
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Feb. 1| To Balance b/d ..... 


195. SINGLE ENTRY is the term used to describe 
all attempts at Book-keeping which fall short of that 
perfect and universal system known as Double Entry. 
Notwithstanding the advance of education and the 
adoption of improved systems in the mercantile world, 
the majority of the proprietors of the smaller class of 
businesses still know nothing of the practice of Double 
Entry, relying entirely for their financial information as 
to the conduct of their businesses on the imperfect 


records produced by what is called “ Single Entry.” 


Some authors and teachers suffer from the delusion 
that it is necessary to teach Single Entry before Double 
Entry, whereas it is both educationally and commer- 
cially wrong to teach it at all. Sin gle Entry should only 
be referred to by way of warning, when dealing with the 
earlier stage of the subject, as it is liable to confuse the 
mind of the student. It is only when the principle of 
Double Entry has been thoroughly mastered that the 
imperfections of Single Entry, and its conversion to the 


perfect system of Double Entry, may be satisfactorily 
dealt with. . | 


196. Single Entry, as its name indicates, ignores 
the double effect of the transaction, and therefore does 
not usually make a double record, being content merely 
to keep Personal A/cs. with the debtors and creditors of 
the concern, and absotutely failing (except in the case of 
Cash) to keep any Impersonal A/es. such as Capital, 
Goods, Buildings, Fixtures & Fittings, Machinery, Bills 
of Exchange, Goodwill, Patents, Copyright, Expenses, 
Wages, Repairs, Rent, Rates, Depreciation, Bad 
Debts, etc. The imperfection of this record renders it 
impossible either to check or test the arithmetical 
accuracy of the books, because no Trial Balance can be 
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obtained, or to prepare a Trading and Profit & Loss 
A/e. showing how the profit has been earned or the 
loss sustained. 

197. There are those who are under the impression 
that Double Entry means double work, whereas the 
name of this system does not arise from the quantity of 
the work.involved, but from the necessity to perfectly 
record every transaction by two entries, owing to the 
fact that each transaction involves two parties in the 
making of it, and therefore has a deunle effect. Many 
business men adopting Single Entry. keen at least four 
books: (1) Cash Book; (2) Purchases Day Book ; (3) 


- Sales Day Book ; (4) Ledger. “The transactions entered 


im these books are posted to the a/cs. of their debtors 
and crediters only, no totals of Purchases or Sales ever 
being posted to their respective a/cs. Neither are .the 
expenses nor the discounts posted from the Cash Book, 
and no Capital A/c. is kept. It will be seen that in such 
_eases very little work is needed, in the way of posting, 
to obtain the advantages of Double Entry, which not 
only provides an accurate statement on a given date, 
but, through the medium of the Profit & Loss A/c., 
shows how the profits have been earned during a given 
period . 

198. In Singie Entry the only method by which it is 
possible to ascertain what profit has been made is to 
compare the total amount of the Proprietor’s Capital 
at a given date, with the amount at a subsequent date, 
any excess of Capital representing a profit and any 
decrease representing a loss during the period. To 
this “end it is usual to prepare what is known as a 
Statement of Affairs, which is merely a list of Assets 
and Liabilities, on a given date, and is similar to an 
ordinary Balance Sheet, the principal dafference between 
them being that whereas a Balance Sheet is constructed 
from a set of books kept by Double Entry and therefore 
provable, a Statement of Affairs is compiled from a set 
of imperfect books, and such other data, as may be 
available, the arithmetical accuracy of which cannot be 
preved. For example, the Statement of Affairs of 
John Smith on the Ist January, 1914, was as follows :-— 


Liabilities. Assets. 
Sundry Creditors...... £3500 | Freehold Premises..... £2000 
CARLA at rata nee 5500 | Plant & Machinery ... 1000 
Stock-in-Trade........ 2500 
Sundry Debtors ...... 3000 
Cash 5.3. Sie iepqons a ccekfeee 500 
£9000 £9000 
———— <= 


On 31st December, 1914, Smith finds his Liabilities to Creditors 
to be £3750. His Assets were :—Freehold Premises £2000, 
Plant & Machinery £1200, Stock-in-Trade £2600, Sundry 
Debtors £3500, Cash £600. His drawings during 1914 amounted 
to £500, and the sum of £200 realised by the sale of a cottage 
was paid into the business. Prepare Statement of Affairs, also 

show what profit was made, and compile a Capital A/c. 


Statement of Affairs of John Smith on 31st December, 1914. 


Liabilities. Assets. 
Sundry Creditors...... £3750 | Freehold Premises..... £2000 
GARI ATi enete +++. 6150 7 Plant & Machinery ...- 1200 
__-— Stock-in-Trade..:..... 2600 
ese Sundry Debtors .. .3500 
Pees Cashes. Mimicte os ones 600_. 
ee ee ee £9900 
aS : a 
Capital of John Smith’on 31st December, 1914 £6150 
Add Drawings for the year.........+eescesees 500 
6650 
Less additional Capital paid into the business .. 200 
stg ~ 6450 
Deduct Capital as on lst January, 1914 ....... 5500 
Profit of John Smith’s business for the year 1914 ... £950 
: ee 
Dr. Capital A/e. of JOHN SMITH. Cr. 
1914 3 J 
Dec.3 | To Drawings for By Excess-ofAssets 


VOGT vtec: oats 
» 31} .,Balance ofCapital 
being excess 
of Assetsover 
Liabilities .. 


overLiabilities!|5500 
», Proceeds ofSale 

of Cottage ../ 200 
»» Profit for year.| 950 


£16650 


Je By Balance b/d . .j6150 
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Smith is not only ignorant as to how the profit of 
£950 has been earned, but he is also without informa- 
tion as to his turnover, or its relation to’ the various 
expenses incurred. Owing to the absence cf-any check 
on the accuracy of the figures, such as is afforded in 
Double Entry by the Trial Balance, numerous errors 
may exist in the above Statement of Affairs, for 
example :—(1) Sundry Creditors undercast. by £200 ; 
(2) Creditors for £250 not posted ; (3) A portion of the 
Freehold Land sold during year for £300; (4) Sundry 
Debtors overcast by £100; (5) An unpresented cheque 
payable to a creditor, not deducted from Cash at- Bank 
£150. These fiveerrors would turn an alleged Profit of 
£950 into a Loss of £50 for the year. 


199. To convert a set of books from Single Entry 
to Double Entry at a given date merely necessitates 
the preparation of a Statement of Affairs, similar to 
that of John Smith, and the posting of the various 
Assets and Liabilities to their respective a/ces. in the 
Ledger. All subsequent transactions would then be 
passed through the books of Original Entry and posted 
in accordance with the principle of Double Entry. 


200. The Conversion of a set of books from Single 
Entry to Doubie Entry for a given period, such as 
those of John Smith, for the year 1914, if proper 
subsidiary books had been kept, would involve (1) the 
journalising and posting of the Opening Entries from 
the Statement of Affairs on the Ist January, 1914, 
(2) the totalling of the subsidiary books and the posting 
of such totals to their Impersonal A/cs.; (3) the 
posting and analysing of all the unposted items from 
the Cash Book, particularly Drawings, Expenses, and 
Discount ; (4) the preparation of a Trial Balance ; 
(5) the compilation of Trading, Profit & Loss, and 
Capital A/cs., and B/S. 


201. In practice, however, it will generally be found 
that books kept by Single Entry are in a state of 


confusion, and that if subsidiary books have been kept, 

they are-of a very imperfect character. It then 
~ becomes necessary to analyse all the transactions in the 
various books, for the period under review. The time 
and expense involved in such a laborious process is 
altogether out of proportion to the value of the 
information obtained, so far as private purposes are 
concerned, Such an analysis would rarely be made 


except by order of the Court, for the special purpose of — 


satisfying some legal requirements. ‘The preparation 
of the analysis would proceed on the following lines :— 
(1) The compilation of a Statement of Affairs at the 
beginning of the period, say, lst January, 1914; (2) 
Analysis of Sales Ledger, debtor side—(a) Opening 
balances, (b) Sales, (c) Other debits, such as dishonoured 
bills, interest, transfers, cash paid to customers, etc., 
(d) Total. Credit side—(a) Cash received from 
customers, (b) Discount allowed, (c) Returns Inwards 
and Allowances, (d) Bills Receivable, (e) Other credits, 
such as bad debts, transfers, purchases, etc., (f) 
Closing balances, (g) Total ; (3) Analysis of Purchases 
Ledger, Debtor side—(a) Gash paid to creditors, (6) 
Discount received, (c) Returns Outwards and Allow- 
ances, (d) Bills Payable, (e) Other debits, (f) Closing 
balances, (g) Total. Credit side—(a) Opening balances, 
(b) Purchases, (c) Other credits, (d) Total; (4) When 
a Cash Book has been kept the figures should be 
reconciled with the Bank Pass Book, and the vouchers 
examined. If no Cash Book has been kept a total 
Cash A/c. must be prepared from the Bank Pass Book, 
and Wages and Petty Cash Books, and the analyses 
of the Ledger. Expenses and Drawings would, of 
course, be ascertained from the Cash Book, and 
charged to their respective a/es.; (5) The totals or 


results of the analyses would all be posted to their 
respective a/cs. and a Trial Balance prepared; (6) 


Adjustments for Bad Debts, Depreciation, Expenses 

‘accrued, Payments in advance, Interest on Capital and 
Loans, should then be made ; (7) A Final Trial Balance, 
Trading & Profit & Loss A/es. and Balance Sheet can 
then be prepared. : 


Ruling for Analysis of Sales Ledger. Debit Side. 
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Led. | Openi . 
Fol. _|| Gelmece: Sales, Special Items. Total. 
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Credit Side. 


Led. : Returns Bills 
Fol. Cash. ||Discount. acwaice pe as 
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Special || Closing 
Items. ||Balances. Total. 
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Ruling for Analysis of Purchases Ledger. Debit Side. 
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Led. i Returns Bills Special || Closing 

Fol. | Cash. | Discount. Outwards|| Payable. || Items. || Balances. Total. 
Credit Side. 

mon 2 Denne a. | Purchases. Special Items. Total. 


The LANCASHIRE & CHESHIRE UNION of INSTITUTES 
hold their examination every March, the entrance fee being 2/6 
for external students. A Syllabus may be obtained (post free 
1ld.) from the Secretary, 33 Blackfriars Street, Manchester. 
The results are generally announced about the end of June. 
The marks on the Junior Examination Paper are now appor- 
tioned as follows: theory 15, practical a/es.,—part 2, 60; part 
3, 25. % 


LANCASHIRE & CHESHIRE UNION, (Junior, 1907.) 


Part I. 1. What do you understand by :—(a) Capital, (5) 
Voucher, (c) Bringing down a balance ? 2, Mention two or three 
ways in which a cheque can be crossed. 3, What is a Bank Pass 


Book ? Explain its use to a businessman. 4, Rule the form of 
a Petty Cash Book, and enter an amount of £12 received by the 
petty cashier on the Ist Mar., 1907, and the. details of four pay- 
ments made by him for the week ended 8th Mar. Bring down 
the balance. 5. On Ist Jan., 1907, John Smith had Cash £5 
10s., Cash at Bank £60 10s., Goods £125, and Wm. Alton owed 
him £7. He owed Arthur Roberts £27 10s. Journalise (only), 
the above. : 


Part II, - 6. On. Ist March, 1907, Chas. Henry Smithson 
commenced business as a Grocer with £1000 Capital, of which 
£950 was paid into his Banking A/c., and £50 retained as Cash 


in hand for business purposes. Enter in the proper books, post’ 


to Ledger, and take out Trial Balance. 
Mar. 1. Purchased Goods at J. Robinson & Son’s 


auction mart, and paid cheque...... Pgre'S £731 5 

Bought Office Furniture & Fittings for Cash .. 38 — 

» 9. Sold to Mrs. B. Vero, Goods ........ fee aa 4165 
», 13. Purchased from Lipton’s, Ltd., Tea ......... 28 10 
», 15. Purchased from J. G. Cooper, Sugar ......... 13. (5 
», 16. Paid Lipton’s, Ltd., Cheque in full settlement... 27 — 


ee re as 


ee rd 


fond 


9 
Paid-into-Banlitimacs ee ee 102 


ae) 
2. 
a 
D 
= 
5 
is! 
> 
Nn 
ee 
m 
5 
= 
Rn 
3 
8 
a 
eh 
5 
| 
B 
° 
5 
isun 
= 
oO 
s 
Dn 
dex 
on 
NO1 al ool 


Part III], 7. Prepare P. & L. A/e. and Balance Sheet on 
3ist March, 1907. Value of Stock, £659 3s. 


Answer.—Giross Profit, £18 11s., Net Profit, Nil; Bal. of Cap. 
£1000. Total of B/S. £1013 5s. 


. LANCASHIRE & CHESHIRE UNION. (Junior, 1908.) 


Part I, 1, Explain the meaning of the following :—(a) 
Personal A/c., (6) Impersonal A/c., (c) Crossed Cheque, and give 
an.example of each. 2, What is the object of a Goods A/c., and 
how is it balanced? 8, Explain the difference between Cash 
discount and Trade discount. 4, On Ist April, 1908, James W. 
Barlow had Cash in hand £17 10s. Goods on hand, £50 10s., 
and W. Anson and Chas. Harper owed £20 10s. and £17 respec- 
tively ; Barlow had no liabilities, excepting Lloyd’s Bank, Ltd., 
to whom he owed £17 10s. Journalise (only) the above. 5. Make 
out Sam Jay’s A/c. in your Ledger in respect of the following 
dealings during March, 1908 :—Mar. 2, Jay buys Goods from 
you £20; Mar. 8. You receive Cash from Jay on A/e. £15; 


Mar. 10. You sell Goods to Jay £16; Mar. 31. You buy 
Goods from Jay £2. 
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Part II. 5. On Ist March, 1907, Wm. Slater commenced 
business with a balance at his bankers of £1500, and Cash in 
ite oe: Enter in the proper books, post to Ledger, and take 
out T.B. 


Mar. 1. Purchased goods for Cash... 2.5... cece cece £175 
» 2. Paid for Office Furniture & Fittings, Cash ...... 10 
RPC AACE INGO EXAM lee a icici nce one Mieke ee eanel oe Ow Sibis, ek 25 
» 6. Sold W. Anson, Goods ...... i spleh Patel eaoscitalemspMape ch 142 
» 9.:° Received from W. Anson on A/c. ...........25 100 
syelc. Sold Je Wormald, Goods. st  dss:2 lates ects td ase 3 35 
» 15. Received from J. Wormald £32; allowed Dis. £3 35 
»_ 6. Bought of Sims & Co.,,Goods ...2.8 2.0... ese ns 80 
», 19. Paid Cheque to Sims & Co. in full settlement... . 76 
», 19. Purchased from Emile Robarts, Goods ..... ae eee BDO 
apo Lome ashy Sales FOr montis. nts!) - aiciaie’s Bike waar els ees 20 

oe pear WWiiites by-CAShe oi «om n\cfana-eecciels ofe sinisieiorsls 15 
Paid Rent for month by Cheque .............. 10 
Paid into Bank... ......6-522 essere eee eee een 100 


Part Ill. 6. Prepare P. & L. Ale. and Balance Sheet on 31st 
March, 1907. Value of Stock, £128. 


Answer.—Gross Profit, £20; Net Loss, £4; Balance of Cap. 
£1721; Total of B/S., £1771. ' 


LANCASHIRE & CHESHIRE UNION, (Junior, 1909.) 


PartI. 1, Whatis the use of the Journal ? Give two examples 
illustrating the class of items which can be passed through the 
Journal. 2. What is meant by “‘ Consignment A/c.” ? Albert 
Jones sends to Jamaica, on consignment a/c., goods to the value 
of £600. He also pays for freight and insurance charges £22. 
What books would these entries be passed through and how ? 8, 
What do you understand by a ‘“‘ Returns Book?” Make the 
rulings of such a book for a company who have a number of 
returns, and whose business is divided into the three following 
departments :—Woollens, cottons, silks. 4, William Robinson 
owes you for goods sold to him on 2nd July, 1908, £275 16s. On 
6th July, 1908, he sends a bill for £125 due on Ist Oct., 1908, and 
also cash on a/c. of the balance, £62 17 6. On the Ist Oct., 1908, 
he fails to meet his bill, and you pay for noting the dishonoured 
bill 1/6. On 31st Dee., 1908, you receive from his Trustee in 
Bankruptey a first and final dividend of 6/8 in the £. Show 
William Robinson’s Ledger A/c. in your books. 5, What is 
meant by :—(a) Gross Profit, (6) Net Profit? A man’s turnover 
for the year ended 31st Oct., 1908, is £12500, his Gross Profit is 
£2500, his Net Profit is £750. What is the rate per cent. on the 
turnover for Gross Profit and also for Net Profit ? 6, Yousupply 
Mr. Lloyd Asquith with goods of the value of £550, and he gives 
you in payment a B/E. due on Ist Jan., 1909. On Ist Nov., 
1908, you discount the bill at the rate of 5% per ann. How 
much cash will you receive, and give the entry that you will 
make in your cash book on this date. 


HI 


it~ does 


Fit) ath ep a) Se eed 


Part II. 7, On Ist Feb., 1909, Henry Wood commenced — 
business with the following Assets:—Cash in hand £50 1 6; 


Cash at Bank £864 7 6; Stock-in-trade £560; William Jones 
£162 13; Jas. Slater £124 2 6. His Liabilities are ——John 
Jackson £400 2 9; A. Wilson £103 15 - ; Webster & Co. £156 15 -. 
Enter in the proper books, post ‘to Ledger, and take out Trial 
Balance. 


Feb. 1. Sold Goods to Wm. Jones ...............00.. £80 10 
. Gave Bill to A. Wilson at 3 mos. in settlement.: 101 — 
- Paid to John Jackson on A/c. by Cheque ..... 100 - 
. Drew from Bank for Petty Cash ............. 10 — 
. Cash. Salest> -. cen tote. ee ee 125 — 


2 

3 

4 

5 

6 
9. Bought of Webster & Co., Goods ............. 250 — 
11. Reed. from Wm. Jones, Bill at 4 mos. in settlement236 — 
», 12. Bought Office Furniture and Fittings by Cheque 50 — 
13. H.Woodwithdraws from Bank for private purposes180 — 
13. Pd. out of Petty Cash, Stamps, and Sundry Exs. 3 — 
15. Sold Goods to Jas. Slater ................... 200° — 
17. J. Slater returns goods, being inferior to sample 20 — 
19. Paid Webster & Co. Cheque £300, Dis. £7 10-.. 307 10 
» 23. Paid John Jackson on A/c. Cheque £100. Dis. £5 105 — 


», 28. Received Rent from sub-tenant .............. 6 - 
», 28. Drew Cheque for £60, and paid Wages ........ 57 
9 20. “hen due toduandiord= 0: 2.5. =a eee 36. — 
Credit Capital with Interest ................. 6 10 
Depreciate Office Furniture ................. 4 - 


Part III, 8, Close the a/es., bring down balances, prepare 
P. & L. A/e. and B/S. on 28th Feb., 1909. Value of Stock £484 
L038. 7 ; 


Answer,—Gross Profit, £60; Net Loss, £31 16 3; Bal. of Com 
£894.13 9; Total of B/S. £1326 1 6. 


LANCASHIRE & CHESHIRE UNION, (Junior, 1910.) 


Part I, 1, What do you understand by an “ Inward Invoice’? 
Into what book would it be entered and to which side of a 
personal a/c. in the ledger would the amount be posted ? How 
would it be dealt with for easy reference? 9, What is the 
difference between “ bankers’ discount” and “ true discount ?” 


You discount with your banker a B/E. at three months for £200; @ 


the bank rate being 4%. What amount would your barker 
eharge for discounting such bill? 8, Who are the parties to a 
B/E. ? Make out a B/E. showing the amount of stamp duty, 
drawn by K. Hindley on J. Thompson for £312 9s. 6d., dated 
5th March, 1909, at three months’ date. Show also the accept- 
ance and endorsement of such bill. ‘ 


4, On the Ist Jan., 1910, John Mason su plies ou with goods 
value £200. His terms are 5% dis.if you oe a the gist 7 an., 
or net if you pay by a six months’ bill dated from the Ist Jan. 
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Which method would you adopt in paying Mason’s a/c., 
assuming that on the Ist Jan., 1910, you had £400 in the bank 
on which interest was being earned at 3% per ann? Give 
reasons for your answer. 5, Define the following terms :— 
(a) Capital expenditure. (b) Revenue A/e. (c) Depreciation. 
(d) Mortgage. 6, In taking out the balances of your books you 
find that your book-keeper has made the following errors :— 
£25 paid for office furniture has been debited to “‘ Trade Expenses 
A/c.” ; Invoice for £23 for goods purchased has not been passed 
through books, although the goodsare included in the stocktaking. 
How would you rectify these errors ? 


Part II, 7, On the Ist Dec., 1909, the balances in Joseph 
Penn’s books stood as follows :—Cash in hand, £20 18s. 3d.; 
Cash at Bank, £123 4s. 2d. ; Stock-in-trade, £517 8s.; Fixtures 
& Fittings, £82 3s. There is owing to him by L. Max, £35; 
Williams & Son, £26 10s. 7d.; Kay & Co., £5 9s.. He. owes to 
H. Simpson, £408 10s.; H. Taylor, £302 3s. Enter in the 
proper books, post to Ledger, and take out Trial Balance. 


1. Borrowed from W. Sykes on loan ......... «. £1007 = = 
2. Bought goods from H. Simpson for cash ..... 23 12 8 

a Amol tor eredtt, i.e... sien eos yste erate tence - 55 6 2 
CEE Tc 0 08g! 3b eo on a 90 - - 
5. Reed. B/E. at 6 mos. in payment of L. Max’sa/e. 35 -— — 
6. Sold to Williams & Son, Goods ............. 87 10 - 

weld Goods for: Cash es fice cscs ose sey ve we ae 12 - - 
8. Paid H. Simpson on a/c. by cheque, £200; Dis. 10 - — 
9. Received from Williams & Son, cheque on a/e., 


which was paid into bank same day, £50 ; dis. 210 - 
10. Received Credit Note from H. Taylor for goods 


OUR OO Me, cerareiaae oer e noes Wisi 6 era ene ie a's “UB te etree) 

Pi gersold -C.odds tO: “Taylor= 22 ciercsie.c so cigcie > ws ie 100 1 6 

12. -Drew Cheque for Petty Cash .....3....6.... LOR 

13. Bought stamps out of Petty Cash .......... Sm lORe— 

15. Bought of William Smith, Goods ........... 93 1 6 
18. Repaid W. Sykes by cheq., being £50 part 

repayment of loan, and £1 int. to 3lst Dec... 51 -— — 

20. Recd. from Kay & Co. in settlement of their. a/c. 5 2 - 
22. Recd. notice from Official Receiver that L. Max 
-has been made bankrupt and has no assets. 

23. Paid-Salaries.out of Cash .............° Pearce Oy a 

' 28. Paid Carriage out of Petty Cash ............ — 18 6 

31. Railway a/cs. due but not paid ............. 5 8 

Joseph Penn withdraws for private purposes 15 — — 

Credit Capital with Interest ............ Sele 2 - - 

Depreciate Fixtures & Fittings ............. 2 3 - 


Part III, 8. Close the a/es., bring down balances, make out 


-P. & L. A/c. and B/S. Stock on 31st Dec., 1909, £480 2s. 10d. 


Answer,—Gross Profit, £28 88; Net Loss, £22710; Bal. of 
Cap., £64 12 2; Total of B/S., £630 16 8. 


Te ed Shee Se oy Oar 
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LANCASHIRE & CHESHIRE UNION, (Junior, 1911.) : 

Part I. 1, What do you understand by :—(a) Lien, (6) 
Insolvent, (c) E. and O.E.? 2, Explain.the meaning and effect 
of the words “ not negotiable’ when written across a cheque. 

8. On Ist Jan., 1911, A. Marston, Manchester, sells the 
following goods to M. Archer, Leeds :—2 ewts. best sugar at £12 
per ton, subject to trade dis. of 10%; 14 ewts. butter at £5 
per cwt., subject to trade dis. of 20%; 2 gross eggs at 9d. per 
doz., subject to trade discount of 334% ; 5 ewts. bacon at £6 10s. 
per cwt., subject to trade dis. of 25%. Terms 23% monthly. 
Make Invoice. : ; 

4, On 1st February, 1911, Messrs. Rhodes & Co., Stockport, 
drew a B/E. upon John Ellis, of Liverpool, for £325 at 4 months’ 
date, which was duly accepted payable at the Manchester & 
County Bank, Liverpool ; after acceptance the bill was endorsed 
to Albert Blackston, Preston. Draw the B/E. showing accept- 
ance, endorsement, and stamp duty. 4 

5, Referring to the previous question, supposing the bill at 
due date was returned dishonoured, and the endorsee arranges 
with the acceptor to accept a new B/E. dated the due date of the 
one dishonoured, at four months plus interest at 5% per ann. for 
the period_and 2s. 6d. expenses. Make the J ournal entries in 
the books of the acceptor. 6, What isa Trial Balance, and what 
are its uses ? 

Part II, 7, On the lst Jan., 1911, L. Huntley commenced 
business with Assets:—Cash in hand, £32 18s. 9d.; Cash at 
Bank, £133 16s. 1d.; Goods on hand, £412 8s.; M. Saunders, 
£38 10s.; F. Hartley, £53 18s.; S. Fearnley, £86 12s. 8d. : 
Horses & Carts, £53. Liabilities -_A. Knowles, £219 1ls. 6d. ; 
and W. Close, £291 12s. Enter in tho books, post to Ledger, 
and take out T.B. 

I. Bought Goods for Cash ... 02. .........070. 05 £25 10 — 
2. Reed. from M. Saunders, Cheque for his a/c. and 
allowed him 5% discount 


a $)\ Sire jiai se" alisisee) euishelse teow 


4. Sold Goods to 8. Fearnley for Cash .......... 12 19 3 

Do. do. do. on: Credit; sesseacee 53 1 8 

5. Accepted A. Knowles’ B/E. at 4 months ...... 219 11 6 
6. Reed. from 8. Fearnley cheque, and pd. same into 

Bank, £82; allowéd discount, £4 12s. 8d. .. 86 12 8 

8. Sent Credit Note to F. Hartley for goods damaged 9. 7 6 

9. Sold Goods To M. Saunders ................. 43 18 — 

10. Bought Goods from W. Close .............., L823. 


11, Sent Cheque to W. Close, £142 10s. ; Dis. allowed 7 10 
12. Bought a new Horse, and pd. forsame by cheque 21 — — 


O19 Ne) Ci euleNG: ace sitar Biyere ve weriasteWva lee: 


20. Returned Goods to W. Close, not up tosample.. 58 10 
22. Paid Cash for Carriage 


23, M. Saunders failed and paid a composition of 
6s. 8d. in the £ into our banking a/e. ~ 


ae 
4 
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28. L. Hlntley pays his private a/cs. by cheque... £15 - 


31. Depreciate Horses & Carts .........0..+.048. 2 8 Z 
Credit Capital with Interest ,........66.. aes. 110 - 
Gas and Water A/c. due ......... eee 911 6 


Part III. 8. Close the a/ecs., bring down balances, make 
out P. & L. A/e. and B/S. Stock on 31st Jan., 1911, £355 5s. 4d. 


Answer,—Gross Profit, £58 5 4; Net Profit, £12-6; Bal. of 
Cap., £298 10 6; Total of B/S. £628 18 11. 


LANCASHIRE & CHESHIRE UNION. (Junior, 1912.) 


Part I. 14. Explain the meaning of the following :—(a) Days of 
grace. (6) Books of original entry. {c) Fixed assets. 2. Explain 
what is meant by the “ Imprest system ”’ of keeping Petty Cash. 
Give a form of ruling suitable for a firm who pay postages and 
telegrams, travelling expenses, and sundry expenses out of Petty 
Cash. 3, When closing a manufacturer’s books on the 31st Dec., 
1911, you are requested to provide for depreciation at 5% on 
Plant and Machinery standing in the books at £2500, at 74% on 
Loose Tools & Utensils standing at £750, and at 5% on Office 
Furniture standing at £100. Show the combined Journal entry 
necessary to do this. — 


4. -On 31st Dec., 1911, a merchant’s Cash Book showed his 
balance in Bank to be £242 16s. 8d. His pass-book, however, on 
that date showed a balance to his credit of £310 9s. 6d. On 
checking the details with his cash book he found that the follow- 
ing cheques issued by him before the 31st Dec., had not been 
presented::—J. Pickles, £10 8s. 6d.; T. Wallis, £52 14s, 2d. ; 
and W. Martin, £30 2s. 4d. He also discovered that an amount 
of £25 12s. 2d., shown by his cash book to have been paid into 
the bank on the 31st Dec., had not been credited to him by the 
bank until Ist Jan., 1912. Draw up a Reconciliation Statement. 


+ 5, Rule a form of Sales Day Book suitable for a business with 
four separate departments and enter therein two specimen 
entries. 6, State what you consider is the order in which the 
Assets of a firm should appear in the B/S. Give reasons for 
your answer. 

Part II. 7. The position of B. Salt on Ist Feb., 1912, was as 
follows :—Assets:—Cash in hand, £24 3s. 6d.; Cash at Bank, 
£312 8s. 9d. ; Bill Receivable, due 10th Feb., £86 10s. ; G. Thorp, 
£21 6s. 8d.; W. Stott, £59 5s. 6d. ; Office Furniture, £62 15s. ; 
Goods on hand, £522 7s. Liabilities :—J. Firth, £218 9s. 6d. ; 
J. Holroyd, £371 3s. 4d. Enter in the proper books, post to 
Ledger, and take out Trial Balance. 

1. Reed. B/E. at 2 mos. from W. Stott in settlement 


GE WIS "G:[ Cains crete « wisine aid sina pe anes Hee oie 5 6. 

2. Sold Goods to E. Evans for Cash.....-+++++¢- Sle 6 = 
Baa cimtow ails me aise overs ors-eiers) sieres ops ee eel eet 100 Se— 

3. Bought for Cheque, roll top Kesh eciste oy ole siensie 5 5 = 
6. Drew and cashed cheque for Office Cash .....+. 20 == 


{ 


id 


Paid Wages and Salaries in Cash ............ f 
Paid Bill due 10th inst. into Bank ........... 86 10 


12. Bought Goods from J. Holroyd ............. 110 9 8 
Paid J. Firth, by cheque, which with discount ; 
asttled his afe, oso >55i.2 Saree cates Gaara 207 IL ~— 
14. Sold Goods to G. Thorp 0-3: Bae tho Meee 200° 354 
15. Gave J. Holroyd a B/E. for ................. Sia ies 
18. Reed. from G. Thorp a cheq. which was pd. into 
bank same day, £295 18s. 6d. ; allowed dis... 15 11 6 
21. Paid in Cash, Carriage outwards ............. 3 86 
25. Bought Goods for ChOQUO yikow ots sas ee TO Smee 
: Sold Goods to W. Stott .................... 62 12 8 
28. W. Stott returned part of Goods invoiced on 25th 20 6 8 
B. Salt draws a cheque for private purposes .. 18 10 — 
29. Charge depreciation of Office Furniture ....... | pee ae 
Rates and Taxes due but not PudS Se ee 6 8 6 


Part III. 8, Close the a/es., bring down balances, make out 
P. & L. A/e. and B/S. Stock Valued at £339 19s. 10d. : 


Answer.— Gross Profit, £50 10 -; Net Profit, £16 5-; Bal. of 
Cap., £496 18° 7; Total of BY/S., £985 - 1, 


The LONDON CHAMBER of COMMERCE examinations are 
usually held about the middle of May each year, the results being 
announced about the end of July. The fee for the “ Junior” 
Examination is 2/6. A copy of the Syllabus may be had, free of 


charge, from the Secretary, Oxford Court, Cannon Street, 
London, E.C. 


(Ex. No. 44 was formerly an exam. paper of the R.S.A.) 
1. What is the principal book of account ? 2, A. Help is in 


the habit of entering all his transactions into daily record books, . 


keeping two of such books, one for each alternate day. On 


(a) Started business with £1000 cash with which I opened an 
a/c. at Parr’s Bank. 

(6) Purchased from Geo. Head, office furniture and stationery 
for which I gave him a cheque for £50. 

(c) Drew from the Bank for petty cash, £5. : 

(d) ye from A. Kaye goods value £50, terms 5% at one 
month. 


(e) Ordered Goods from R. Geé to the value of £100, terms cash 


on delivery. 


DEE ER ROS aT, OO ET WOOO PT ~All Oi cb MON Ahn AAA, 
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-(f) R. Gee delivered goods (e) which were in order, gave him 


cheque. 
_(g) Purchased from E. Smith goods value £200, terms 5% one 
month, 24% three months. 
(h) Sold B. Jones goods value £90. 
(k) Accepted E, Smith’s draft £150 at 4 months from 4th Sept. 
(l) Sold to A. Green goods value £100. 
(m) Returned to E. Smith goods invoiced to me at £20, which 
were not up to sample. 
(n) Drew on B. Jones for £90 at 3 months. 
(o) A. Green returned to me goods which were damaged £20. 
(p) Paid Railway Company’s charges £5 by cheque. 
(q) Received B. Jones’ acceptance £90 (n). 
(r) Received cheque from A. Green £76, allowed him Dis. £4. © 
(s) Drew cheque for personal use £5. 
(é) ge to Bankers for collection, B. Jones’ acceptance due 
gee ; Zi 5 
(v) B. Jones’ acceptance £90 returned to me dishonoured. 
. Noting charges 1/6 debited my a/c. by bankers. 
(w) Paid travelling expenses out of cash £2. 


3, On 30th March, 1908, the balances in my books were :— 


Dr, Balances— Dr. Balances continued— 
OVALE ke axegcnla ofeGeio’e > 2 Seles £25 Bills Receivable ........... 
I GASS wile. cobs tins + se 60 | Repairs and Renewals of Plant 
SPEDE) ac cale a ais » widtesisioe' 90 and Machinery..........-+ § 
Stock, Ist Jan., 1908 ........ 1000 Bank Balance 5.2.00... ses 500 
PUPGHASes Vosw ce cece ese 3500 Petty Cash in hand....... eeeee 
Rent, Rates and Taxes ...... (75 Gr. Balances— ; 
Wages in factory .........-+- 500 CL BOXs ite sironesemesiae 200 
Sra C Sei sw» care Wo %ale © enaeio 60 Ri, GTCCN ..cerncarcsisercce es 300 
Horse keep and hire ........ 50 Galea sete areas oerelaie sca opens 4500 
Trade Expenses .........++. 380 | Bills Payable ........-.++-> 200 
Furniture & Fixtures, ist Jan. 400 | A. Smith, Doan, Ajey si. es. 500 
Plant & Machinery, 1st Jan. 600 Capital A/c. .......seseeeees 1500 


On 3lst March, 1908, the following cash transactions took - 
place :—Received from C. Paper, Cheque £85 10s., allowed him 
Dis. £4 10s. ; 

_ B/B. £50, H, Kaye, under discount at my Bankers returned to 

me dishonoured. Noting charges 1/6 debited by Bankers. 

Paid R. Green’s a/c. £300, less 5% discount. 

Discounted with Bankers, Bills Receivable £250. Bankers 
charged for Discount £4 10s. 

Paid by Cheque, Salaries for month £30. 

Drew Cheque for private a/c. £50. 

Paid A. Smith Interest on loan to date £0. 

Enter the Cash Book and post. Stock 31st March, 1908, £900. 
Charge for Depreciation 5% per ann. on Furniture and Fixtures 
and 10% per ann. on Plant and Machinery. Prepare T.B., 
Trading, P. & L. A/es. and B/S. 

Answer,—Gross Profit, £400 ; Net Profit, £86 ; Bal. of Cap., 
£1536; Total of B/S., £2436. 


Exercise 45, (L.C.0., Junior, 1909.) 
(Ex. No. 45 was formerly an exam. paper of the R.S.A.) . 


1. State the objects of the following books and the methods of 
using the same, upon the basis of the double entry system :— 


Cash Book, Purchases Book, Returns Inwards Book, B/R. Book. » 


* 2, Some of the balances in John Jones’ ledger on the Ist 
October, 1907, were :—Owing to: A. Fell £300, R. Lion £165: 
Owing by ; B. Smith £171, A. Seal £300, B/P. £200; Stock on 
hand £855; Rent due £75; Petty Cash in hand £18; Cash at 


Bank £550 5 -. Open ledger, enter in proper books, post and 
carry down balances. 


_ Oct: 1 Boughtrof- Aq Fell, Cloth 2... =. swe ateen. £180 -— — 
Bought of ReLion,:Cloth Mees suse be ee 335 -— = 

Epes oldsto Ae Seals Clothmsteenc- 2 a ee 220 — — 
3720s Hold to_B- Smiths Clothgwss esa eae 112 10 — 

» 8. Paid A. Fell, by CHEGUO Shs Mae ee 30035— = — 


», 10. Accepted R. Lion’s draft, £500, at 3 months : 
» 13. Reed. from A. Seal, cheque £292 10s. ; Dis. la Os 


Paid cheque fot Rent a... useero; wei. 75 — = 
5c Ons -BOld As Seal. OlLOG hea est oni ner ee fa SLS ep neeee 
pelS sold BeSmith,-Clothi=s sso. 216 10 — 


1:24..Paid Bille Payable <.... .. 2. -2:.-s3.. ce 00 ee 
3.20. Bought ot Re liom Clothe. t= eee 250 -— — 
» 28. Sold to B, Smith, Cloth ................. 225 10 - 


B. Smith returned Cloth ‘damaged ........ 25S 


3. On 30th June, 1908, after the first twelve months’ trading, 
W. Boyce obtained from his books, ete., the following informa- 
tion :—He had stock in hand on 30th June, 1908, £2000. His 
purchases and wages had amounted to £15000, and his sales to 
£16500. He had paid or brought into a/c. Rent, Rates, & Taxes 
£753; Salaries £400; Travelling Expenses £300; Travellers’ 
~ Commission £360; Trade Expenses £482 ; Carriage Outwards 

£150. Discounts allowed by him £250; Discounts received by 
him £225. After allowing £15 for depreciation, the Furniture, 
etc., was valued at £285. Private drawings amounted to £700, 
Book Debts due to him £4000, Creditors (including Bills Pay- 
able) £2500, Cash at Bank and in hand £715. Prepare the T.B. 
(bringing into a/c. W. Boyce’s cap. at commencement, which is 
the sum required to complete the T.B.) Also prepare Trading 
and P. & L. A/es. and B/S. 


Answer.—Gross Profit, £3500 ; Net Profit, £1015 ; Bal. of Cap., 
£4500; Total of B/S., £7000. 


4, What is a contingent liability 2? Give an example. 


Exercise 46. (Z.C.C., Junior, 1910.) 
(Ex. No. 46 was formerly an exam. paper of the R.8.A.) 


4. On Ist July, 1909, George Field, who commenced business 
as a merchant, borrowed, free of interest, from B. Tree £750, 
which he paid into the London Banking Co., from whom he 
received a cheque book containing 60 cheques. Pass the entries 
through the books, take out a T.B., prepare Trading, P. & L. 
A/es., and B/S. 


July 2.. Drew from Bank for Petty Cash .......-.++ £10 = 
Purchased from A. Smith, goods............ 750 — 

» 4. Sold to B. Tree, goods .........--+-++++sees 375. = 
, 8. Purchased from A. Smith, POO a see witgatete 1500 —- 
A, Smith drew on G. Field at 3 mos. for .... 1125 - 

,, 10. Sold to B. Tree, goods ..... Sieh tao SesmoG Do 900 - 
», ll. Drew from Bank for Petty Cash *........-+- 22 10 
,», 13. -B. Tree paid by cheque .....+----++++++++- 525 — 
,, 14. Consigned goods to G. Tom, Paris, on own a/c. 750 = 
,, 18. Purchased from A. Smith, goods......--+-+- 1050 — 
—— Drew from Bank for Petty Cash .....-++-++ 22 10 
», 21. Sold goods for Cash, paid same into Bank ... 20 - 
», 23. Sold Goods to B. Tree for 3 mos. bill Pasar Oia 450 —- 


,, 24. Repaid by cheque, the debit of an a/c. in Geo. ° 
Field’s name with the City Banking Co.... 81 15 


Returned to A. Smith soiled goods invoiced at “75 — 


25. Drew from Bank for Petty Cash ........--- 22 10 
Paid A. Smith by cheque ......--.+. seers 750° = 

,, 27: Discounted with the London Banking Co., 
B/R. £450, and was charged for ......-++: 5 10 


- ,,°31. Received from G. Tom, A/S. of consignment, 
together with draft on Abel & Co. for net 


proceeds, which was paid into Bank ...... 825. — 

Paid A. Smith by cheque ...----+-.+sseees 710 
7 Received from B. Tree, invoice for agreed price 
of Office Furniture & Fixtures, which sum 

was placed to the credit of B. Tree’s a/c... 75 —- 

Sold B. Tree, goods ...... POT eros hace ters SpAa) 


Summary of Petty Cash payments for month :—Salaries, £20 ; 
Trade Exs., £21 10s.; Fire Insurance paid on 8th July, £6; 
Personal Drawings, £25. Outstanding liabilities not yet brought 
into a/e. were :—Printing and Stationery, £22 10s.; Office 
repairs, £7 10s. Accrued liabilities were :—Gas, £2; Rent, 1 
month at £300 per ann. Stock, 3lst July, £400. 


Answer.-—Gross Profit, £195 ; Net Profit, £159 15s. ; Bal. of Cap.; 
£53; Total of B/S., £1835. 


ee” 


2. State the errors, if any, which appear in the following T.B. 
made out by a merchant’s clerk for the year ended 31st Dec., 
1909. 


Capital Alex n:, Stacie ape £2000 
Sundty Debtors, a<is0-2 sac 6 ote £1000 

Sundry Creditora wns eae ee 800 
Goods cAVG. tener ee ee ae 1250 
Trade Expenses, Rent, &c. .......... 500 

Salaries & Wages .......0.......... 300 

Good wills Aaeenitan ek. te 500 
Bank Ovérdratt 127) (5 <2. . date alee) 500 ; 
Furniture &-Wixtures 90% 5 on <n 200 

Drawings *A/eisn, ya ans)as oon pee: 251) 


Leasehold Premises, value Ist J an., 1909- 1600 


3. What are the principal books of account in a merchant’s 
office ? State very briefly their uses. 4, What do you 
understand by “reconciliation of bank balance ?” What is 
the procedure to effect it ? 


Exercise 47. (L.C.C., Junior, 1911.) 
(Ex. No. 47 was formerly an exam, paper of the R.S.A.) 


1, A. Land’s books on 1st Jan., 1910, contained the following 
balances :—Debtors : B..Grass, £180 3s.; C. Tree, £160; D. 
Fence, £309 17s. Creditors: E. Green, £200 l@s.; F. Leaf, £105 
lds. B/P.: due 15th Jan., £131 5s.; due 15th Feb., £131 5s. 
B/R.: due 4th Jan., £180. Stock, £1262. Petty Cash, £10. 
Cash at Bank, £321 15s. Furniture and Fittings, £45. Find 
Land’s Capital on Ist Jan. 2, Open the Ledger of A. Land with 
the above and enter the following transactions in the proper 
subsidiary books; post to the Ledger, make T.B. and prepare 
Trading, P. & L. A/es., and B/S. Stock, 31st Jan., £1500. 


3. Sold to D. Fence, 15 ewts. Coffee @ 100/- per ewt., 100 
chests Tea, 2000 Ibs. @ 1 /104 per lb. ‘ 
4, Handed to Bank for collection, B/R. £180, due 5th Jan. 
5. B/R. duly collected and credited to a/e. 
8. Drew cheque for Petty Cash, £30. 
ll. Pd. E. Green and F. Leaf respectively cheques in settlement 
of their a/cs. after deducting from each dis. at the rate 
of 5%. 
12. Received of ‘B. Grass, cheque £171 2s. 6d. to settle his a/c. 
14. Reed. of C. Tree, cheque for the amount of his a/c. less 24%, 
15. Drew cheque for Petty Cash, £30. 
B/P. due this day, met at Bank, £131 5s. 
17. Bought of E. Green, 120 ewts. of Coffee @ 65/-. 
Handed to Green acceptance at 3 mos. net for amount.. ; 
Sold to C. Tree 80 ewts. Coffee @ 92/6, 320 chests Tea, 
6400 Ibs. @ 1/104. 
22. Drew cheque for Petty Cash, £30. 
24. D. Fence paid by cheque £300 on a/c. 
25. Bought of F. Leaf, 1000 chests Tea, 20200 Ibs. at 1/-. 


fl 
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26. Paid F. Leaf by cheque, £200, and handed him two accept- 
tances for the balance of his a/c. in equal moieties at 2 
mos. and 3 mos. respectively. 

27. Drew on D. Fence at 2 mos. for the balance of his a/c. 

29. Drew cheque for Petty Cash, £30. 

Received of Fence his acceptance of draft sent on 27th. 

31. Sold to B. Grass, 100 ewts. Coffee @ 91/6, 200 chests Tea, 
2100 Ibs. at 1/8. 

C: Tree returned (not up to sample) 100 chests of Tea, part 
of his purchase on 19th Jan. Sent him C/N. 

Payments from Petty Cash during the month were :— 
Personal drawings, £60; Salaries, £40; Carriage and 
postage, £10; Petty expenses, £12. ; 


Answer,—Gross Profit, £515 10; Net Profit, £455 15 9, Bal. of 
Cap.,- £2295 15 9; Total of B/S., £3627 — 9. 

3. Define the following :—Bill of Lading. Business Capital. 

4. Rule a form of Petty Cash Book suitable for a small 


manufacturing business. 


Exercise 48. (Z.C.C., Junior, 1912.) 
(Ex. No. 48 was formerly an exam. paper of the R.S.A.) 


4. Enter the following transactions, for February, 1912, in 
the proper books, post to the Ledger, and extract a T.B. A. 
Samuel, Coal Merchant, being about to retire from business, 
arranged to sell to J. Parker the Assets as they stood on Ist Feb., 
upon the following terms :—(a) Goodwill £500, to be discharged 
by four acceptances of £125 each, dated Ist Feb., 1912, at 2, 4, 6, 
and 8 months respectively. (6) Stocle on hand, Rolling Stock, 
Horses, ete., to be paid for by cheque on receipt of the valuers’ 
certificates. (c) Fittings and Fixtures £100, to be paid for by 
cheque on Ist Feb., 1912. (d) The book debts to be collected 
by J. Parker on behalf of A. Samuel. All the book debts 
collected in each month to be paid to A. Samuel on the last day 
of the month in which they were collected, less 5% on the total 
amount collected during the month. 


J. Parker paid into the London Banking Co., £3000. 

Paid A. Samuel cheque for Furniture and Fittings, £100. 

Sold E. Mallett & Co., 50 tons Derby Coal at 25/- per ton. 

Drew cheque, £50 for Petty Cash. 

Received certificate that the value of Stock of Coal on hand 
at ist Feb. was £853 6s. Sent A. Samuel cheque in 
accordance with agreement. 

6. Sold L. Bide 160 tons Kitchen Coal at 22/6 per ton, and 80 

tons Welsh Steam Coal at 28/- per ton. 

6. Recd. from E. Mallett & Co., cheque for debt owing on 31st 

Jan. last, £55. 

7. Reed. certificate that the value of the Rolling Stock, Horses, 

ete., on Ist Feb. was £950. Sent A. Samuel cheque in 

accordance with agreement. 


ea a 


8. Shipped to A. Wolf, of Kiel, 420 tons Brightside Coal at 
21/- per ton, on consignment. 
Paid by cheque Freight and Insurance £42 on consignment 
to A. Wolf. 
9. Bought of Derby Mining Co., 500 tons of Coal at 12/6 
per ton. : 
10. Paid by cheque Midland Railway Co.’s a/e. £125 for 
carriage of coal purchased from Derby Mining Co. 
‘ Recd. from B. Smart, cheq. for a/c. due to-A. Samuel, £85. 
12. Accepted Derby Mining Co.’s draft at 2 mos., dated 9th 
Feb., for coal purchased on that day. 
14. Sold to E. Mallett & Co., 100 tons Kitchen Coal at 23/- per 
ton and 50 tons Derby Coal at 26/- per ton 


17. Drew on E. Mallett & Co. ‘at 2 mos. from this date for the 
amount of their a/c. ; 


21. Bought of the Welsh Colliery Co., 1000 tons coal at 15/- per” 


ton, terms 24% discount in one week. 
E. Mallett & Co. returned draft forwarded to them on 17th 
i Feb. unsigned and sent in its place their draft for a 
similar amount accepted by Smith & Sons, which J. 
Parker placed under discount at the London Banking 
Co. who charged £3 for discount. 
22, Recd. of A. Wolf, of Kiel, A/S. of Consignment with sight 
: draft on Montague & Co., for net proceeds, £550. 
Handed draft to London Banking Co. for collection, 
26. Paid by cheque Welsh Colliery Co., the amount of their a/e. 
28. Sent cheque to A. Samuel in settlement of debts collected 
on his behalf, less 5%- 


. 
Paid by cheque G. W. Ry. Co.’s charges £300, for carriage 
of Welsh Coal. 


2, What comment, if any, have you to make on the T.B. below? 


GoodwillSo-a e £300 Capital Account ....... £800 

Furniture and Fittings... 100 G. Johnson ..... Petz + -700 

Horses, Vans, Etec. ..... 600 Royalty Account....... 50 

A SRCAC Retr sy ac es 200 Bills Payable ......... 750 
Goods Account ........, 400 
Cashin ethos sna 50 
Banliiiae Meek Geen eos 450 
Bills Receivable ....... 200 

£2300 £2300 

3. Define the following terms :—Rebate, Tare, Premium, 


Narration. 4, Sketch the B/E, mentioned in Question 1, 21st 
Feb., as having been received from E. Mallett é& Co., showing 


the signatures which appeared upon it when it was handed to 
the London Banking Co. P 


ee eee SS ne eer ee 


Exercise 49, (Society of Arts, Inter., 1893.) 
A, How are the following classes of Accounts closed ? :— 
Personal A/es., Discount A/es., Goods A/es., P. & L. A/es. 

_ B. April Ist, Black borrows £150 from White and accepts 
his draft at 3 months for the amount. White discounts this 
acceptance a month later with the Notable Discount Company. 
Give the accounts as standing in ‘Black’s-and White’s Ledgers 
respectively. 

C, On Ist January, 1893, John Andrew, hotel proprietor, 
commenced business with the following Dr, Balances :—Freehold 
Premises, £5000; Bank balance, £1418 17 6; Cash in house, 
£155 18 2;-Furniture & Fittings, £450; Wines, spirits, ale, and 
minerals, £243 15 10; Tobacco and Cigars, £35 - 3; Poultry, 
meat, &c., £5 10 2; Groceries, £27 18 6; Sundry stores on hand, 
£142 8 7; Sundry outstanding visitors’ a/cs. £50 7 10. 

He owed:—John Smith, £172 8 8; Amos Jones, £9 18 4; 
Wm. Taylor, £23 56; Jas. Watson, £41 18 6; Sundry persons, 


£92 17 4. 

Jan. 1, Received>cash from visitors ............. £40 5 6 
Bets Beata imborbanimocas «chew eno eieele ths ess oa 100 - —- 
ee ePaid W. Laylor, Cheque 2... cs css 23 5 6 
» 2. Paid James Watson, cheque ............. 38 -—- - 
» 4. Bought of Walter Berry, carpets ......... _ 62 56 .- 
5» 4 Paid J. Smith, cheque £150, Dis. £3118 .. 153 11 8 
,,. 5. Reed. cheq. from'J. Sims for amount written 

off last year as a bad debt (74) ........ 815 - 
» 6. Bought of Fred Wilkinson, sundry stores .. 28 13 11 
Paid cash £28 5 -, dis., 8s. lld. .......... 28 12 11 
1» 7.-Paid A. Jones by cheque ...........5.%6- +918 4 
, 8. Bar and Billiard room receipts for week ... 36 14 5 
a9, & Paid into Bank 2-5 fo. oe ee wins seine ee 60 - - 
,, ll. Paid poor rates by cheque .........+-+-- 13 5 - 
», ll. Paid James Watson by cheque .........- 3.18 6 
,, 13. Received statement from Wilfred Simpson 
for carriage hire on a/c. of visitors ...... 4 3 9 
,, 13. Paid W. Berry by cheque...........+.--- 62 5 - 
,, 14. Received cheque from visitor, gave him cash, 
and paid cheque to bankers .......- fii 2 dale Wile 
,, 14. Bought of A. Jones, cigars, as per invoice, 
subject to 24 per cent. discount ........ 50 - - 
,, 15. Bought Furniture of Wm. Dunn ......... 132 17 6 
» 15. Received C.N. from him for old furniture in 
exchange ......ceeees ecco recereseees 38 5 8 
,, 15. Paid cash for sundries ......+++++.eeeers 618 11 
,, 16. - Paid cash on a/c. of washing for visitors .. 3.9 4 
, 16. Bought of J. Smith, wine reap O(O1ANO leary cares 63 17 6 
Pd. H.M. Customs duty on same, cash (180) 15 10 - 
,. 18. Paid A. Jones by cheque (see Jan. iY ea bo 48 15 — 
», 18. Sundry bar and billiard room receipts .... 42 10 7 
19. Paid gas a/c. cash ......+.e seer cere eee Q.0£ 8 
, 19. Paid W. Dunn by cheque ...--eeeeeeeees 94 11 sy 


,», 20. Bot. of W. Taylor, Poultry, &c., per hisbook 29 15 


Jan.22. Bought of J. Watson, groceries .......... £23 2 


8 
a 
3 
9 
23 2 8 
4 
3 
5 


on halide for Sundries 1m Gashia-..= 22h ckes tee 42 17 
», 23. Received Statement from W. Simpson for 

Carriage hire on a/c. of visitors ........ 5 2 

Paid bing clieque.c.s +. Saves 5s sobs tee 4 3 


» 25. Paid J. Watson cheque £22, dis. £1 23 a 
» 25. Paid Taylor cheque £28 12 2, dis. £132 .. 29 15 
», 26. Sundry bar and billiard room receipts .... 45 11 
» 28. Bought for cash, sundries ............-.. 15 18 
» 29. Bought of J. Smith, ale as per invoice .... 23 10 

Paid him cheque £22 5 -, dis. £15—...... 23 10 


», 80. Sundry bar and billiard room receipts .... 36 9 8 
Cash received during January from Visitors’ 

bills and paid into bank .............. 338 Il 7 

Credit interest on capital ................ 30 -- - 

Wages and Salaries due this day.......... 24 3 4 

Depreciation on Furniture (82) .......... 410 —- 


Sundry outstanding visitors’ accounts .... 47 2 11 
Stocks on hand :—Wines, spirits, ales, minerals, £109 
13 2; Tobacco and Cigars, £53 8 8; Poultry, meat, 
é&c., £376; Groceries, £18 15 2; Sundry Stores, £49 
USialse 
Answer,—Trial Balance £7966 - 1: Net Loss £59 31 ; Bal. of 
Cap. A/c., £7160 5 5. Total of B/S., £7365 2 10. 


Exercise 50. (Society of Arts, Inter., 1894.) 


A, “Forty lakhs of remittances on India were offered for 
tender, but the only response was an application for Rs 26000 in 
Bills at 1/3 with the result that the council made no allotment.” 
(Limes, City Article, October 5th, 1893.) Comment on and 
explain this paragraph. B, Define “ Bank Rate.” How is it 
settled ? What objects are sought by its advance or reduction ? 

C. The following shows the state of affairs of Messrs. John 
and Joseph Tough, ironwork contractors, at Jan. Ist, 1894, 
Credit each partner with 5 per cent. interest on his capital, and 
‘carry the amount of the profit or loss in equal shares to their 
respective capital accounts. All payments over £5 by cheque ; 
under that amount in coin; all receipts paid into bank same 
day. Liabilities :—Capital—John Tough, £13057 14 1; Jos. 
Tough, £15960 1 6. Creditors—Peter J ones, £923; John 
Smith, £1027 16 -; Hy. Brown, £450; B/P. No. 391, £1000; 
No. 392, £850 10 -. Instalments reed. on eurrent contracts :— 
No. 124, Wessex Bridge, £960 ; No. 125, Mercia Tanks, £1845 ; 
No 126, Cantia derricks, £2460. Mortgage on premises, £15000. 
(See par. 191, also 193 and 194.) : Ke 

Assets :—Freehold works, £26000; Plant, machinery & rolling’ 
stock, £5280 ; Bankers, £2456 1 9 ; Office Cash, £84 7 4; B/R. 
No. 248, £365. Debtors :—Thos. Tiger, £1254 9 83; Edward 
Eagle, £1215 10. Current contracts—value of work done :—No. 
124, £1530 29; No. 125, £3160 104; No. 126, £5130 12 8; No. 
127, Devonia viaduct, £815 10; Materials on hand, £6241 17 6. 
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Bot. of J. Smith, 100 tons plates @ £7 .. £700 


Pridaiimy Cheques. ics acinvcc ess sete oe wn L200 

Do. bill at. 2 mos (LVI2)) end ec neces. 500 
Parck Bates and CAKES ©. Gs 2 crea vole ee «crcl 31 
Received payment, Bill No. 248 (146) ... 365 
Received instalment, contract No. 125 ... 1000 
Paid sundry petty expenses .......... Se + 
Peid-fire iMsaranCe 6 ei e.oe eee. e se ee ome 32 
Took contract for Anglia girders, No, 128.. 1250 
Paap lNOSSGe: (L4G) marae sierare sieje ste 850 


Bot. of P. Jones for cash, 45 ewt. rivets @ 32/- 7 
Materials supplied to date :—Con. No. 124 248 
No. 125 £132 7 6, No. 127, £315 98, No. 128 264 


Received of Thos. Tiger, cheque ........ 400 
Contract No. 126 completed and passed and 
balance of contract received ......-.4.. 3500 
Partners’ drawings £500 each (78) ....... 1000 
Bought of Henry Brown for 2 months bill, 
50 tons angles @ £7 10 (172) ..... mos HOLD 


Drew chq. for wages pd. to-day :—Con. No. 
124, £222 6 -, Con. No. 125, £107 5 -, Con. 
No. 126, £5 15 6, Con. No. 127, £128 18 6, 


Cea OSE Ba chase sine svle sieteree elspalons =e 52 
Paid Henry Brown, £430, Dis. £20 ...... 450 
Received of Edward Hagle ......... pie ee 1200 
Allowance on settlement.........-:+505- 15 


Received instalment on Contract No. 124 500 
Bot. of Stephen Spicer, timber as per inv. 142 
Received instalment, Contract No. 128 .. 350 


Received sundry cash sales ........+-+-- 18 
Partners’ drawings ;' John Tough (78) ... 150 
Paid Peter Jones ......+..++. SAD qrero oor 500 
Paid bill, No. 391 due this day (146) .... 1000 


Reed. of Thos. Tiger, bill at 3 months (171) 841 
Paid to 8. Spicer, £140. Dis. £236 .... 142 
Drew cheq. for wages pd. to-day, Con. No. 

124 £125 19 4, No. 125 £22 11, No. 127 

SV PIOF EN OSE 28. aici, « cyclone, oreieiatenn ose 230 
Reed. net proceeds sale by auction of loose 

plant, Con. No. 126, value in books, £350 186 
Paid office salaries for month ........... 27 
Received instalment Contract No. 127.... 1000 
Con. No. 125 completed and passed. Final 

bal. due £2100. Instalment received .. 1650 
Paid half-year’s interest on mortgage (191) 300 
Materials supplied to date :—Con. No. 124 831 


Con. No. 127, £463 10; Con. No. 128 .. 159 
Paid Water Rate ......--.-- secre reece 10 
Paid inspector’s fees, Con. No. 125 ...... 31 
Paid off Mortgage (191) ......-.++-eees 2000 
Depreciation of buildings (82) ...--+-+--- 54 

of plant and machinery .... 24 


Int. on Cap., John £54 4 -, Joseph £65 15 3. 
Stock of Materials, £4822 16 8. 


— 
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Answer.—Trial Balance £45516 18 1; Profit on Con. 125 


£1490 16 2, on Con. 126 £660 610; Loss on Materials £274 - 8 Pees: 


Net Profit £1279 11; Bal. of Cap. Ajcs.: John £13101 8 8; 
Joseph £16165 7 3. Total B/S. £43592 11 11. See page 219: 


Exercise 51. (Society of Arts, Inter., 1896.) 


A. Explain the following terms :—Not Negotiable. N egoti- 
able by endorsement. Statute of Limitations. Salvac.. B. An 
agent issues about 50 cheques each day, and usually ~t the end 
of each month about 60 are current and not yet presei.ted at the 
Bank. What means would you think best to ensure a correct list 
of these outstanding Cheques on the first day of the succeeding 


Druitt & Duse, £596 10 - ; Sundry Creditors .... 1438 10 
Capital i.e tes nobal susie a)eten areueNeiaeecpensetta fete cat eeeeee 4364 2 
Assets :—Stock in bond, in cellars and with agents.. 3070 15 
Bills Receivable—No. 104, £137, No. 105, £50 .. 187 — 
Stock on Consignment with Henry Hart, Montreal 874 10 
Europa Club, £185 6-. Grant & Green ....... 72 15 


On Feb. Ist, the business was transferred to Bruce Balfour on 
the following terms. The cap., together with a premium of £800 
for Goodwill, to be paid on taking possession, in cash £1664 2 6, 
and three P/N. for £1000, £1000, and £1500 at 3, 4, and 6 mos., 
any of which might be retired at any time less a rebate of (VAs 
Balfour taking all the Assets with all profits and risks, and 
undertaking to discharge all Liabilities. Open and close the 
a/es. for these particulars and the following transactions of 
Balfour. Receipts paid bank same day, and all payments, unless 
otherwise stated, by cheque. : 

Feb. 1. Paid Cash into Bankers (Balfour's Capital) £3000 -— — 
Delivered to Arthur Archer, Chequem ..cs% 1664 2 6. 
Delivered to A. Archer, 3 P/N. Nos. 243, 4 

and 5, for £1000, £1000 and £1500 .... 3500 — — 


Drew cheque for office cash ............ 50 - - 
» 3. Drew Bill, No. 106, @ 3 mos. on Europa ~ 
Club which they accepted (171) ....... 150 -— —- 
.» 3 Sold Kirk & Co., wines as per invoice 72 10° = 
» 4 Received cash, sundry trade debts collected 238 — — 
» 7. Paid traveller's commission and expenses 14 -— — 
Sold Kirk & Co., 10 cases champagne .... 3810 — 
» 10. Accepted Concia & Co.’s bill @ 3 mos. (172) 700: — 
Paid them:cheque cera so See 124 17 
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Sold Lord Lingrove wines as per invoice.. 185 -— — 
LS Reed. of Kirk & Co., cash £109, dis. £2... 111 —- - 
Shipped on consignt. to H. Hart wines (174) 742 - 
Paid shipping charges, freight, insurance 13 12 
33 2k. Sold Europa Club 10 cases claret at 45/-.. 22 10 
» 25. Paid off bill No. 245 under rebate (169) .. 1461 - 1 
Accepted Druitt & Duse’s draft @ 3 mos. 
CNA SSS Or aes TERT ee OCI Te 500 
», 28. Pd. Book-keeper & month’s wages officecash 28 
Mar. 1. Recd of H. Hart, on a/e. of consignt. (176) 450 
», 3. Recd. of Sundry agents, cash as per C/B. 284 
3. Bot. of Nuelli & Co., 10 pipes port for 4 
EMO bias are tetene ane ayetere cia oes satevelsr ours 580 — 
As . Sold sundry persons wines, as perday book 421 5 
9 


ola) 
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Paid sundry trade creditors, as per C/B... 356 10 
Recd.of Ochoa&Co.wines on consignt.(178) 746 15 


1S Sal EI at 


Paid-dock charges (178) .........0200+5 5 9 
», 12. Rose’s bill returned dishon’red&noting(166) 50 1 
- Drew cheque for office cash .......-.04- 20 — 
», 15. Sold Lord Lingrove further wines ....... 8k 15 
Received his cheque on a/c. for ......... 125 - - 
» 17. Reed. first and final dividend, 17/6 in the £ 
: from Grant & Green (95a) .........+++ 63 13 2 
3, 18. Sold out of bond goods consigned by Ochoa 
- (WWite) Nair ager AP SPIGC SUG ON TOI C 825 - = 
Charged Commission 5% .....-..++++00+ 41 5 = 
Remitted them 7 days draft in settlement 778 5 6 
», 20. Bot. of Druitt & Duse, 40 cases champagne 120 - — 
», 22. Paid bill No. 241 (146) ...........02008- 187 16 - 
Reed. cash, sundry agents ..\.........+-- 203 5 —- 
from Richd. Rose, for bill & exs. 50 1 6 
», 24. Sold Europa Club for cash, wine ........ 39 15 - 
Received cash, sundry trade a/cs. ....... 234 7 4 
», 26. Bought of Nuelli & Co., claret .......... 78 10 —- 
Claimed on them for ullage (leakage) of 
claret, claim allowed .........+.+++-- - = 
», 26; Paid them cheque, £69 11 6, dis. £3 18 6.. 73 10 —- 
,, 30. Pd. month’s wages & petty exs. officecash 29 6 6 
, 31. Paid quarter’s rent, office and cellars .... 25 =" - 
Stock-in-trade, valued at cost ......+.+.- 2341 4 6 


Answer.—Trial Balance, £10497 10 5; Profit on Wine, £100 4 6; 
on Consignment No. 1, £62 7-; Net Profit, £107 8 6; Bal. of 
Cap. A/c., £3107 8 6. Total of B/S., £8785 19 3. 

Exercise 52. (Society of Arts, Inter., 1897.) “ 

A. Explain clearly .the difference between Guaranteed, 
Preference, Ordinary, and Deferred Stocks. How would you 
keep the Cap. and Revenue A/c. of a Reserve Fund Investment 
in some of them where occasional changes by purchases and sales 
take place ? How would,you value the stocks at the close of 
each year? B. What are Real A/cs. ? Have they any other 
name? How are they closed ? 


_ Feb.18. Received payment of bill No. 104 (146)... £137 - - 


244 : ‘ 
C. The “Clayshire Tyke” is a weekly Newspaper. The 
Proprietor’s Balance Sheet, on Dec. 31st, 1896, showed Trade 
Debts owing by him £238 17 4, Subscription Orders received but 
not fulfilled £201 5 6, Bills Payable Nos. 18 and 19, £120 and £76 
14 4 respectively ; Owing to Powder & Co., £138 7 6, and to 
Snowball & Bell £48 9 -. His Trading Property consisted of 


Freehold Premises, Machinery and Fixed Plant £4726 10-;_ 


Fixtures, Type and Stereos £567 16 5; Amounts owing by 
Sundry Agents £187 10 - ; Debts due from Advertisers £71 9 5; 
Paper Stock £102 15 6; Ink, Wrappers and other Stock £25 7s. 


6d.; Cash at Bank £537 110; in Office £1726; Stamps £6 8 -.” 


You are desired to determine his Cap., open proper A/es., and 
record and post thereto the following transactions. After that 
you will bal. the A/cs., and draw out a T.B., P. & L. A/e., and 
B/S. for the period of two months ending Feb. 27th, 1897. All 


cash receipts paid into Bank the same day ; and all payments, | 


unless otherwise stated, made by cheque. 
Jan. 2. Paid for postage stamps ...............; £25 — 


», 8. Reed. cash, sundry agents, as per Cash Book 114 15 8 
Discounts and returns for papers unsold .. 21 7 5 
», 12. Received subscriptions in advance as per 
Subscription Order Book .............. 294 6 
», 18. Bot. of Powder & Co., paper for 2 mos. Bill.. 146 19 — 
9. 2h, Paid for stamps 3522. ee 55 - - 
» 25. Bought of Snowball & Bell, Ink ........., 15.12 - 
», 29., Received cash from agents ...... SRS EO 34. 7 9 
Discount and returns allowed them ....... 10 10 10 
», 31. Production a/c. paid editors and contributors 49 9 — 
7 »» paid compositors, machining, 
and office wages ........ 41 —- 


paid sundry exs., office cash 911 7 


tising Journal :—Cash recd. with adverts. 113 14 6 
Credit-accountalc. sass. a0 se 142 17 = 
Received cash, sales over counter ........ 7s Lose 7p cee 
Sales to agents for month per Agents’ Book 135 8 6 
Production a/c., News Agency telegrams 

: paid as per Telegram Book ............ 3117 = 
Feb. 1. Paid Bill No. 18 due this day (146) "eos. 120 - 
Pd. Powder & Co., £133 - 6; dis. £57-... 138 7 
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Received cash for old type sold........... Thee: 

» ~ O Paid- forsbarapes 5.25 aga eee ee 320 = 

» 9. Bot. of Snowball & Bell, ink rollers ....... 36 «5 
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_ Feb. 16. Reed. cash, advertisers’ credit a/es. ...... £75 10*= pie 
it Proprietor’s Private drawings (71) ....... 200). == be 
+ 20. Reed. cash, waste paper sold ..:..... sin ee LOmrae 3G oe 
5, «28. Bought of Snowball & Bell, ink ..... fee DUSLL Be - 

Rote Prid DH No! t0{146)0 oct ae ee 7614 4 - 
» 24. Received cash from agents ............. 24.3 +7 z 

Discounts and returns allowed .......... 416 6 eS 
+ 26. Paid Snowball & Bell, £116, dis. £418 2.. 12018 2 =| 
» 27. Received cash, sales over counter ....... 128 45. 5. br 
Paid gas consumed in January .......... Lo) 3 <8 zs 

f ester OM RuatMp Sag a-ct aatn seen oa 30° -) - 


, 27. Advertisem’t orders per Advertising J’rnal : 


Credit of £83 2 6, cash reed. with adverts. 152 9 9 

‘ Production a/c., pd. editor and contributors 50 2 — 
3 rf pd. compositors, machining 

: Pi and office wages ..<:... 4715 - 

e a5 paid office cash, petty exs. 6 1 9 

Stamps used for subscribers’ copies ...... 69 7 — 

Sales to agents for month............ \... 140 10 6 


Production a/c., pd. News Agency telegrams 42 — 
Depreciation of building, machinery &plant 32 10 


os fixtures, type & stereos (82) 18 9 6 

Stock of paper on hand ....... Sapeusrsgteslaeeete 220 10 6 
>» Mk, wrappers, and sundries .....° 15 °3 8 
Taabulity for Subscriptions unfulfilled ..... 284 17 6 
a for serial adverts. not yet appeared 2115 9 


Trial Balance £7510 18 10. 
Dr. Subscriptions A/e. (Hx. 52). Cr. 


d 1897 2 £\s.ld. 
J Jan. 31)'To Postages...... 2| By Balance b/f ...|/201|.5| 6 
Heb. 275, Postages.....4.-.-. PA eOR SI! wisinretongerece 294) 5] 6 
es ee na ind ANeree AC ASI ar crate tenses 116} 7| 6 
; unfulfilled e/d. = 
a + 2%) ,, Transfer to Bees 
x : Sales A/e,.... i ee 
zs £ £//611/18] 6 
: 1) By Subs. unfulfilled 
b b/d||284|17) 6 
Dr. Sales A/e. (Ex. 52.) Cr. 
- { 
: 1897 SAS. » ae moneatad ae 8. a 
Feb. 27| To Transfer to an, y Cash Sales ....|/131) 7 
t ;  & L. Afe.|!747| 3) 7{Feb. 2 Waste Paper..|/ 17) 4| 4 
" ce ; », 20) ,, Waste Paper ..|| 10] 4| 6 
»  27| 5, Cash Sales ....|/128) 4) 5 
; » 27] ,, Agents for 8.B.|/275/19) — 
» 27] ,, Subseript’nsA/c.|/184) 4) — 
; gil747| 3] 7 g\lzaz| 3] 7 


a“ 


(Ex. 52). 


Dr. . Production A/e. Cr. 
1897 £,s.d.f 1897 £ iB s.jd. 
Jan. 31 | To Editor’s and Contri- Feb. 27] By eee to 
butors’ Salaries ..| 49) 9 P. & L, Afe.|277/16) 4 
» 31] ,, Compositors’ and ; 
other Wages ....| 41] — 
» 81] ,, Office Expenses ...} 9)11 “ es 
» 981] ,, NewsAgencyTeleg’s | 3117 iy 
Feb. 27 | ,, Editor’s and cout: | ai 
butors’ Salaries ..| 50, 2 : 
.5, 271} ,, Compositors’ and +i 
other Wages ....| 47/15 Jf 
jn MEL gy ec euty” Expenses A a) y i 
» 271] ., NewsAgencyTeleg’s | 42) — fe 
—— pens We 9 
£/277,16 £/277)16| 4 
Dr. ' Profit & Loss A/e. (Ex. 52). . Cr. 
1897 ; ; £ [{s.(d.J 1897 = Eeiesi(ds 
Feb.27 | To Production A/e. | 277|16| 4] Feb.27 | By Sales A/e......| 747| 3] 7 
pret eless aDCL ACs ot 260/19 re ;, Advertisements 
spn oat ees 1aK, eWaAp Oa: Ale} 46) 7) 4— A/e.| 470; 8| — 
Sere Cakes Gas dU eee Se 15} 3) 8f ,, 27)-,, Discount A/c. 10} 5) 2 
Pied 2 Gala Discount and : 
Returns A/e.| 64) —} 4 
3, 27 | ,, Depreciation A/c.| 50/19) 6 ~ 
eer EIN Cl EPO fCs ane ara 512/10} 7 
s}1227116) 9 s]1227|16) 9 
BALANCE SHEET on 27th February, 1897. 
Liabilities. * £ |s.jd. : sets, & |s.jd. 
Sundry Creditors :— Cash in hand........ 92 
On Bills Payable ..| 378/14) -) Cash at Bank ....... 761 5 11) - j 
On Open Accounts | 179} 7 4 ee OS lpn 
Subscriptions ..... 284)17| 6] Postage Stamps ............... 5/11} - 
Advertisers ....... 21/15) 9} Sundry Debtors :— # 
Capital :— ARENAS cesacie ieee £130rdde eS 
ist Jan. £5418 7 6 Advertisers ....... 180: 3 2 
Add Profit 512 10 7 —j 310)14) 4 
———— Stocks of — 
5930 18.1 Paper. aces ine veers 20m Om: 6 
Tess Tnk, Wrappers and : 
Drawings 200 —- — Sundries .<...... AD iS eS 
5730/18) 1 235/14) 2 — 
Tixtures,Type&Stereos£567 16 5 
Fixtures. purchased .. 1210 -—- 
580-6 5 
Less Typesold £11 4 6 
Less 
Depreciation 18 9 6 
—__—, 29 14a 
; : 550}12) 5 
Premises, Machinery & 
Fixed Plant ...... £4726 10 - 
Ink Rollers purchased 36 5 8 
4762 15 8 
Less Depreciation .. 32 10 — 
° 4730| 5) 8 
- £/6595)12) 8 £16595/12) 8 


PARTNERSHIP. 


202. A Partnership or private firm is the voluntary 
unincorporated association of two or more persons who 
contribute money, effects, labour, care, or skill, for the 
purpose of carrying on, as principals, a common under- 
taking, for a lawful object, for their common profit. 
The law of partnership has been declared and amended 
by The Partnership Act, 1890, which defines partner- 
ship as “‘ the relation which subsists between persons 
carrying on business with a view of profit.’’ The essence 
of partnership is mutual agreement, and the partnership 
contract need not be in writing, but may be entered into 
verbally, or inferred from the conduct of the parties. 
An agreement in writing for a partnership is designated 
by the name of Articles of Partnership, and, although 
not absolutely necessary, it is customary and expedient 
that. such an agreement, setting forth all the terms 
arranged between the partners, should be prepared by a 
solicitor. The Articles should, at least, state (1) the 
nature of the business, (2) the firm or style under 
which it is to be known, (3) the trade mark adopted, 
if any, (4) its duration, (5) premiums, if any, (6) amount 
and proportion of capital, (7) interest, salaries, and 


allowances to partners, (8) conduct and power of ° 


partners, (9) preparation of accounts and division of 
profits and losses, (10) dissolution or method of winding 
up, (11) goodwill, (12) arbitration clause. A partner- 
ship is said to be at will when no limit has been fixed 
to its duration, and it may therefore be dissolved at 
any time; while a partnership for a term is that for 
which the time of dissolution has been previously fixed 
by the original agreement. 


203. Persons who have entered into partnership with 
ene another are called collectively a firm, and are co- 
partners to each other, the name under which they carry 
on business being the firm name. Partners may be 
active, dormant, or nominal. Active or ordinary part- 
ners are those who have joined together their money or 
labour with a view to the acquisition of gain, and who 
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are known to the public in such a capacity. A dormant, 


sleeping or silent partner is, on the contrary, one who 


. does not appear to the world as a partner. Although he 


has retired from active participation in the business, he 
still retains his capital therein, participates in the profits, 
and is ordinarily responsible for the engagements of 
the firm. A neminal or ostensible partner is- one 
who, without entering into any contract, incurs the 
liabilities of. a partner, as between himself and third 
persons dealing with the firm, by lending his name and 
credit to a firm, or in any manner holding himself out as 
a partner therein, even without disclosing his name, if 
such holding out has come to the knowledge of such 


_ third persons. Each partner is deemed the agent of the 


rest, whether they be actual or nominal, acting or 
dormant, and has authority, as such, to bind them to 
any person dealing bona-fide by such contracts respect- 
ing the goods or business of the firm as are within the 
ordinary scope of the partnership dealing. Every 
partner is liable, jointly (and severally in Scotland), 
for the debts incurred by or on behalf of the firm in 
the ordinary course of business ; in fact, to this extent, 
each partner is an agent of and for the others. This 
liability extends to wrongful acts done in furtherance 
of the partnership business. 


204. DISSOLUTION of partnership may be effected 


(1) by effluxion of time, if entered into for a fixed term, — 


(2) by notice, if the partnership is for an undefined time, 
2.e., a partnership at will, (3) by death or bankruptcy of 
any partner, unless there is an agreement to the con- 
trary between the partners, (4) at the option of the other 
partners by one of the partners suffering his share of the 
partnership property to be charged for his separate debt, 
(5) by the happening of any event which makes the 
partnership illegal, (6) by judgment of the Chancery 
Division of the High Court of Justice, which may be 
obtained on various grounds, such as lunacy of a part- 
ner, or permanent incapability of a partner to perform 
his duties. When a partner retires, the other partners 
may agree to hold him free of all liabilities already 
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incurred, and this, if assented to by the creditors, will 


_ give him a complete release ; if the creditors are not 


partners to this agreement, he is still a debtor. A 
retiring member is not as such liable for debts contract- 
ed subsequently to his retirement, but he may be so if he 
continues an apparent member of the firm as regards 
persons who are not aware that he had ceased to be a 
partner. In order to escape liability for’ future: 
transactions of the firm, he should give actual notice to 
customers who were in the habit of dealing with it, but 
a notice in the London Gazette will be sufficient as 
regards persons who had no dealings with the firm 
before the date of the dissolution or change, and it is 
advisable in case of local firms to give further notice 
through the local papers. A dormant partner is not 
liable for debts contracted after his retirement, neither 
is the estate of a partner who dies or becomes bankrupt. 
The creditors of the partnership have a right to the 
payment of their debts out of the partnership funds, 
before’ the private creditors of any of the partners. 
On the other hand, the separate creditors of each partner 
are entitled to be first paid out of the separate effects of 
their debtor, before the partnership creditors can claim 
anything. 


205. By The Partnership Act, 1890, the interests 
of partners in the partnership property and their rights 
and duties in relation to the partnership are determined, 
in the absence of, and subject to, any agreement, 
express or implied between the partners, by the follow- 
ing rules: (1) All the partners are entitled to share 
equally in the capital and profits of the business, and 
must contribute equally towards the losses, whether 
capital or otherwise, sustained by the firm. An agree- 
ment for inequalities may be conclusively inferred from 
the mode in which the partners have dealt with each 
other, and from the contents of the partnership books. 
(2) The firm must indemnify every partner in respect of 
payments made and personal liabilities incurred by him 
(a) in the ordinary and proper conduct of the business of 
the firm ; or (6) in or about anything necessarily done for 


the preservation of the business or property of the firm. — 


(3) A partner making, for the purpose of the partner- 
ship, any actual payment or advance beyond the amount 
of capital which he has agreed to subscribe, is entitled to 
interest on such a loan at the rate of five per centum 
per annum from the date of the payment or advance. 
(4) A partner is not entitled, before the ascertainment of 


profits, to interest on the capital subscribed by him. (5) | 
Every partner may take part in the management of the 


partnership business. (6) No partner is entitled to 
remuneration for acting in the partnership business. A 
partner must not make private gain out of the partner- 
ship, or compete with the firm. All profits made by a 
partner in any business which he carries on in rivalry 
with the firm to which he belongs must be accounted 
for. (7) No person may be introduced as a partner 
without the consent of all existing partners. (8) Any 
difference arising as to ordinary matters connected with 
the partnership business may be decided by a majority 
of the partners, but no change may be made in the 
nature of the partnership business without the consent 
of all existing partners. (9) The partnership beoks 
must be kept at the place of business of the partnership, 
and every partner may, when he thinks fit, have access 
to and inspect and copy any of them. No partner is 
entitled to deprive his co-partner of his right to inspect 
the accounts by keeping them in a private book of his 
own. 

206. Subject to any agreement between the partners, 
the amount due from surviving or continuing partners 
to an outgoing partner, er the representative of a 
deceased partner in respect of the outgoing or deceased 
partner’s share, is a debt accruing at the date of the dis- 
solution or death. In settling accounts between partners 
after a dissolution of partnership, the Partnership Act, 
1890, enacts that the following rules shall, subject to 
any agreement, be observed :—(a) Losses, including 
losses and deficiencies of capital, are to be paid first out 
of profits, neat out of capital, and lastly, if necessary, by 


the partners individually in the proportions in which — 


they were entitled to share profits ; (b) The assets of the 


a 
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firm, including the sums, if any, contributed by the 
partners to make up losses or deficiencies of capital, are 
to be applied in the following manner and order :—(1) In 
paying the debts and liabilities of the firm to persons 
who are not partners therein; (2) In paying to each 
partner rateably what is due from the firm to him for 
‘advances as distinguished from capital ; (3) In paying to 
each partner rateably what is due from the firm to him 
in respect of capital; (4) The ultimate residue, if any, 
shall be divided among the partners in the proportion 
in which profits are divisible. 


207. The Limited Partnerships Act, 1907, which 
eame into operation on the Ist January, 1908, allows a 
new kind of partnership to be constituted, consisting of 
one or more general partners, who are liable for all the 
debts of the partnership, and one or more limited 
partners, who are liable for such debts to a stated 


amount only. This Act constitutes, for the first time, a 


trading firm with limited liability of one or more of the 
partners. The limited partner can invest a fixed sum 


and can, from time to time, increase such amount if he | 


so desires. He has no power or authority to bind the 
firm in any way, but he has full rights of investigation, 
examination and advice. He may, by himself, or his 
agents, at any time, inspect the books and examine into 
the state and prospects of the business, and may advise 
with the partners. But should a limited partner take 
any part in the management of the business he will be 
liable for all the debts incurred while he continues in the 
management, as if he were a general partner. Under 
this statute a young man starting in business can, with 
reasonable safety, be financed by any friends or 
relations who may be willing to-risk a limited amount 
of capital as partners of a limited firm. Businesses 
already established, and finding their progress hamper- 
ed by insufficient capital, can avail themselves of this 
simple method of introducing fresh capital, without the 
expense, trouble and formalities of turning themselves 
into limited companies. 


208. <A limited partnership cannot consist, in the 
case of a partnership carrying on the business of 
banking, of more than ten partners, and in the case of 
any other partnership, of more than twenty partners, 
and must consist of one or more partners, called 
general partners, who are liable for all debts and 


obligations of the firm, and one or more persons, to be 


called limited partners, who must at the time of entering 
into such partnership, contribute thereto a sum or 
sums as capital or property valued at a stated amount, 
and who will not be liable for the debts and obligations 
of the firm beyond the amount so contributed. A 
limited partner cannot, during the continuation of the 
partnership, either directly or indirectly, withdraw any 
part of his capital, and if he does withdraw any part 
thereof, he is liable for the debts and obligations of the 


_ firm up to the amount so withdrawn. 


209. A limited partnership must be registered in 
accordance with the provisions of the Act, or in default 


_thereof it will be deemed an ordinary partnership, and 


every limited partner will be deemed to be a general 
partner. To obtain such a registration the following 
particulars signed by all the partners, must be sent to 


the Registrar of Joint Stock Companies in London ; 


if in Scotland to the Registrar in Edinburgh, and if in 


' Ireland to Dublin—(a) the firm name ; (6) the general 


nature of the business; (c) the principal place of 
business ; (d) the full name of each of the partners ; 
(e) the term, if any, for which the partnership is entered 
into, and the date of its commencement ; (f)-a state- 
ment that the partnership is limited, and the description 
of every limited partner as such ; (9) the sum con- 
tributed by each limited partner, and whether paid in 
cash or how otherwise. If during the continuance of 


the limited partnership any change is made or occurs in 


the matters just specified, a statement signed by the 
firm, specifying the nature of the change, must, within 
seven days, be delivered to the Registrar, in default of 
which each of the general partners shall be liable fora 
fine not exceeding £1 per day during which the default 
continues. The Statement of the amount contributed 
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by a limited partner, and the statement of any increase 
in that amount sent to the registrar for registration 
under the Act, is chargeable with ad valorem stamp 
duty at the rate of 5/- per cent. Any person may 
inspect the Statements filed with the registrar on the 
payment of a -fee of 1/-; and may demand a copy 
thereof on payment of the necessary fee. , 
210. The Act provides that, subject to any agree- 
ment, express or implied :—(a) any difference connected 
with the partnership business as to ordinary matters 
may be decided by a majority of the general partners, 
(6) a limited partner may, with the consent of the 


general partners, assign his shares, (c) the general 


partners shall not be entitled to dissolve if a limited 
partner charges his share for his separate debt, (d) a 
new partner may be introduced without the consént of 
the limited partners, (e) a limited partner is not 
entitled to dissolve the partnership by notice. A 
limited partnership cannot be dissolved by the death 
or bankruptcy of a limited partner, and the lunacy of 
a limited partner is no ground for the dissolution of 
the partnership by the Court, unless the lunatic’s 
share,eannot otherwise be ascertained and realised. — 
Notice of any arrangement or transaction under which 
any person ceases to be a general partner and becomes 
a limited partner, or under which the share of a limited 
partner is assigned to any person, must be fortawith 
advertised in either the London, Edinburgh, or Dublin 
Gazette, according to the situation of the registered 
office of the firm, and until notice of the arrangement 
or transaction is so advertised it is deemed to be of no 
effect. s 

211. The ACCOUNTS of a sole trader, who carries 
on business at his own risk, and for his own exclusive 
account, only concern himself, and the persons with 
whom he deals, but the existence of a partnership 
necessitates additional accounts to record the (a) 


- apportionment of capital, (6) remuneration of partners, 


(c) drawings of partners, and (d) division of profits. 
Exercise 25, explained on pages 70 to 74, in which the 
capital, interest, drawings and profits are equal, affords 


an, illustration of the simplest transactions in partner- 
ship a/es. The object of keeping partnership accounts 
is to show (1) how the firm stands as regards strangers ; 
(2) how it stands towards its own members. The 


Articles, therefore, should provide not only for keeping- 


proper books of account and for entry therein of all 
receipts and payments, but also for the preparation 


annually, at least, of a Profit and Loss Account and 


Balance Sheet. The Articles should also always 
contain a clause that the accounts when signed shall be 
treated as conclusive, and shall not be opened except 
for some manifest error discovered within a given time. 


It is usual to-treat all the accounts of a partnership” 
as accounts of the firm, and to deal with the accounts _ 


of each partner as if he were simply a debtor and 
creditor of the firm. Each partner’s share of profit or 
loss is determined either by a verbal agreement, or 
the Articles, and in the absence of both, then the 
Partnership Act provides that it shall be divided 
equally. é 

212. A Rest in partnership accounts means that some 
_ particular account is to be closed at-the date of the rest 
for the purpose of adjustment. Where such an account 
is one bearing interest, it implies that compound interest 
_ is to be calculated from the date of such rest to the next 
rest. Thus, Brown, a partner in a firm, lends money to 
the firm at the rate of 5 per cent., with half-yearly rests 
upon that account. This statement implies compound 


interest every half-year. Salaries of partners must — 


always be charged to the Profit and Loss Account, while 


Drawings must be debited to their respective drawings | 


or current accounts. If the capitals are wnequal or the 
drawings are unequal, either in amount or period, 
interest should be reckoned thereon. Interest on Capital 
should be calculated on the amount at the commence- 
ment of the period, and allowance made for any 
additions thereto, or withdrawals therefrom during the 
period, interest being worked from the exact dates 
thereof. The effect of omitting to charge Interest on 
Capital is as follows :—(1) If the capitals are equal, and 
the profits are shared unequally, the partner entitled to 
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the smaller share of profit will lose. (2) If the partners 
share profits equally, but the capitals are not equal, 
the partner with the larger capital will lose. (3) Where 
the capitals are unequal, and the profits are shared 
unequally, the result to the partners depends upon the 
proportion in which the profits are shared, and the 
respective amounts of capital held by them. 


213. Interest on Drawings is best dealt with by 
the use of two money columns on the Debtor side of 
the Drawings A/c., one for recording the ‘amount 
withdrawn, and the other for entering, on the same 
line, the interest payable in respect of each sum, 
calculated forward to the time of balancing the books. 
The total of the interest column would be passed through 
the Journal on balancing, thus: George Green’s 
Drawings Ale. Dr. To Interest A/c. £3; and posted — 
underneath the last withdrawal as follows :— 


Dr. George Green’s Drawings A/c. Cr. 
1909. | oe £ |slaJ 1909. | £ |s.ld. 
S. 
Mar. 81\To Cash .........| 9mos,| 1/10) 40} -) -[Dec. 31) By Tvansfer to 
Jone (8017, Cashs 4. .22.2.. 6mos,| 1} -| 40) -| -|° Capital A|c.|| 163) -) - 


oe 


7). OL) 5, Lnferest :....: 


| £) 3) -| 163) =| - £\| 163] -| - 


When an exercise states definitely the amount of the 
withdrawal, and the interest accrued thereon up to the 
time of such withdrawal, no calculation is, of course, 
required. But care must be taken when calculating the 
interest on the Capital to reckon it on the net capital 
only, after deduction of the withdrawal, and then add 
the interest accrued on the withdrawal to the interest on 
the net capital. For instance: Capital £9652, with- 
drawn during the year £520, interest accrued thereon 
£24, would be debited in the P. & L. A/c., thus :— 

To Interest on Capital :— 

For one year 0n £9132 @ 5% _.:.... £45612 —- 
To date of withdrawal on £520 @5% 24 - - 
——_—_——£480 12 - 

214. While the above method of carrying the total 

of the Drawings A/c. to the Capital A/c. when balancing 


the books is a common one, it is sometimes considered 
advisable to allow the amount of the capital of each 
partner to remain at its original figure and make no 
further entry in the Capital A/c. When this is the case, 


the share of profits due to each partner, as well as his — 


Interest on Capital, is credited to his Drawings A/c., 
instead of his Capital A/c., and any balance existing on 
closing the books is carried down, thus :— 


Dr. Fred Lodge’s Drawings A/c. ~ Cr. 


£ 
| By Interest on Capital.| 250 
», Share of Profit ...... 350 


By Balance ......... b/d. 274 


215. It is principally in the opening and closing of 
the account beoks that partnership transactions are 


involved ; as in (a) the establishment or purchase of - 


a partnership business, (b) the introduction of a new 
partner, (c) the dissolution of a partnership by death, 
retirement, expiration of period, an agreement to wind 
up, or insolvency. When the only asset of the partners 
at the commencement is Gash, the respective amounts 
are recorded on the Dr. side of the Cash Book and 
posted to the credit of the Capital a/es. Should any 
or all of the partners provide Capital in kind, as Stock, 
Premises, Machinery, Patents, Copyright, &c., the 
values thereof must be debited, (through the medium 
of the Journal) to their respective accounts, and the 


total value of each contribution credited to the Capital 


a/c. of the partner contributing the same. 


216. Where an existing business is to be purchased 
care must be taken by the purchasers that none of the 
assets are over-valued, and that an ample reserve is pro- 
vided on the book debts. The price paid for the Goodwill 
must be added to the value of the assets, from the total 
of which will be deducted the amount (if any) due to 
Sundry Creditors, the difference showing the Cash 
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payable to the Vendors. The purchasing firm must not 
make the mistake of spending all its capital on the 
purchase of the business, but must provide sufficient 
cash for working capital. It is advisable to record the 
purchase of a business in a specific account, similar to ' 
the following, which is supplemented by the first 


Balance Sheet of the new firm :— 


Dr. Purchase of Business A/c. 


Jan. 1; To Sundry Creditors . By Sundry Debtors .. 
» Cash paid to Ven-| — Bp SCOCK: Sisares nS ater 5300 
GOES 5 Saks ass 18000 >, Machinery ....... 2600 
| ePTOMUSOS ee fois coe 4500 
; . | 5, Goodwill 2.00.22. 2000 
os a £) 23000 | “__€| 23000 
Balance Sheet of Booth & Co., on ist January, 1909. 
Liabilities. | Assets. = 
Sundry Creditors .........0.4] EHOO OE SORE Hoes’ are 16) afotoreteasiaperste ose ate pie 2000 
Capital : | BLOCK Aprons eal pe ucastes ns 5300 
Egbert Booth ...... £10000 Sundry Debtors ............ 8600 
Alfred Griffin ...... 5000 MMA CBINETY: a2 here sts ale ores pteusvore 2600 
William Lord ...... 5000; PLEMISOS | eeaters ste areas teeta) 4500 
——— 20000] Goodwill ..........cccevees 2000 
£ s| 25000 \ 


217. The admission of a new partner generally 
necessitates either an addition to the Capital of the 
business, or the payment of a certain sum to the exist- 
ing partners in respect of Goodwill, or as a Premium. 
The mere introduction of Capital in the form of Cash, 
would only require debiting in the Cash Book and post- 
ing to the credit of the Capital A/c. of the new partner. 
A payment to the existing partners in respect of Good- 
will could be made outside the business, or the sum 
could be paid into the business, and credited to the 
Capital A/es. ot the original partners. By this treatment 
the original partners get the full benefit of the payment 
made in respect of Goodwill. For instance, if George 
Glover were admitted to the firm of Booth & Co., on 
payment of £5000 Capital, and £1000 for Goodwill, the 
above Balance Sheet would require the Cash increasing 
to £8000, the Capitals of Booth, Griffin, and Lord 


increasing respectively to £10,500, £5250, £5250, and 
George Glover adding, with £5000, thus :— ; ; 
‘ Balance Sheet of Booth & Coa. 


Liabilities. .  ~ £ £ Assets. £- 
Sundry Creditors .......... BOON Cashe 0 ana sae 8060 
Capital :-— SLOCK s. cxsce pa hae ees 5300 
Egbert Booth....> £10600 Sundry Debtors ....,.. 8600 
Add Goodwill .. 500 Machinery :.':., skaetaee 2600 | 
10500 Premises=n. aah eee ~ 4500 
Alfred Griffin’.... 5000 Goodwili ..........% s.1 2000 
Add Goodwill .. 250) 
—~———} 5250 
William Lord .... 6000 
Add Goodwill .. 250 
5250 | 
George Glover....+...... 500C 
sae ——— | 26000) . 
$| 31000; : £) 31000 


218. Another method is that of admitting a partner 
metely upon his subscribing Capital, without any pay- 
meni for Goodwill, but on condition that an amount 
shall be credited to the original owner of the business in 
respect of Goodwill. For instance, Thomas Thorp’s 
Capital stood at £1500, and he admitted Ses Sykes 
on the payment of £1000 in Cash, and on conditidn that 
the value of the Goodwill should be agreed at £500 and 
credited to Thorp. The following Balance Sheets 
illustrate the result of this arrangement. 


Balance Sheet of Thomas Thorp on Ist Jan., 1914, 


Liabiliies. £ ; Assets. 
Créditorsss..5 eee Fe 3500: Cashs=> en cere 200 
CADE GELS. wrucocataretent tetera late 1500") Debtors! fs. cse aaa bass 1600 
Stock ics cee seeee 2500 
; Premises ..... Near Sue cee OU 
£5000 | £5000 
Balance Sheet of Thorp & Sykes on Ist Jan., 1914, 
Liabilities. £ ‘Assets. © £ 
Creditorss .%. ca.n.v aeeie  DOOUEE Casitas Sept enter =e 1260 
Capital :— ‘Debtoramescnc ss Staaten 1600" 
Thomas Thorp 1500 Stocks.) wstee baiee ees LOOO 
Add Goodwill —500 Premises .t5.0: seas. > 700 
s —— 2000 Goodwill: .incs< 2 eases ot DOO 
Charles Sykes 1000 
—— 3000 
£6500 £64500 


\ 1] noma 


219. The payment of a Premium on admission to 
the partnership of a firm is practically an admission fee 
entitling the new partner to a share in the goodwill and 
profits of the business ; itis a method of securing an 


- interest in and an income from a ready-made business. 


Such a premium is usually paid in cash, being handed 
over privately to the existing partners, outside the busi- 
ness, no record of the payment being made in the part- 


_ nership books. Where one partnerpays a premium to 


another on entering into a partnership for a fixed term, 
and the partnership is dissolved before the expiration of 
that term, otherwise than by the death of the partner, 
the Court may order the repayment of the premium or 


— of such part thereof as it thinks just, having regard to 
’ the terms of the partnership contract, and to the length 


_of the time during which the partnership is continued, 


unless (a) the dissolution is, in the judgment of the 
Court, wholly or chiefly due to the misconduct of the 


_ partner who paid the premium ; or (5) the partnership 


has been dissolved by an agreement containing no pro- 
vision for a return of any part of the premium. 


220. On the dissolution or re-arrangement of a 
partnership it is often necessary either to re-value or 
realise the assets and adjust the partnership accounts.” 
All the assets should be carefully valued and any 
Depreciation or Appreciation of the book values 
adjusted through journal entries. Expenses paid in 
advance and those due, but not paid, at the time of 


preparing the accounts, should be apportioned. The 


most difficult asset to value, however, is generally Good- 
will. In the event of a dissolution each partner (and 
the representative of a deceased partner), is entitled, in 
the absence of any agreement to the contrary, to have 
the Goodwill of the business sold for the common benefit 
of all the partners. In other words, the Goodwill and 
therefore the. firm-name, is part of the partnership 
assets. In practice it is usual, in order to prevent such 
a sale from being inconvenient to the firm, to insert in 
the Articles of Partnership, a stipulation that, on the 
retirement or death of a partner, his share in the good- 
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Re will shall be bought by the remaining partners on some 

| basis agreed upon. For instance, it may be stipulated 
that the goodwill shall be valued at three years’ pur- 
chase, i.e., on the basis of the aggregate of the net 
profits for the three years immediately preceding the 
dissolution, The meaning of net profits should be very 
clearly defined in the Articles, otherwise this expression 
may lead to serious. disagreement and even litigation. 
In addition to the usual debits in a P. & L. A/c., part- 
ners’ salaries and interest on capital should undoubtedly 
be charged, before arriving at the net profit. Goodwill 
indicates something transferable, and does not include 
the free services of the vendors. The purchaser of 
Goodwill alone is entitled to the use of the firm-name 
and to represent himself as continuing or succeeding to 
the business of the vendor. “But the vendor’s wife, 
having a separate estate,cannot be restrained from carry- 
ing on a competing business. on her own account and in 
her own name, The vendor may also carry on a similar 
business and publicly advertise the same in competition 
with the purchaser, but not under the name of the - 
former firm, whose customers he may not solicit. 
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221. Partners sometimes agree to effect assurances 
on their own lives, either jointly or-severally, so that in 
the event of the death of a partner there is ample ready 
cash to pay out either the whole or a portion of the share 
of Goodwill and Capital due to the representatives of 
the deceased partner, the premiums being paid by the 
firm. This method often saves a firm from financial 
embarrassment at such atime, and is particularly advan- 
tageous where the surviving partners cannot introduce 
additional Capital at short notice. The premiums 
should be debited to the Profit & Loss A/c. of the firm, 
and in the event of the death of one of the partners, the ; 
amount received from the Insurance Co. should be 
divided in the proportion in which the partners share 
profits, and credited to their Capital A/es., the deceased 
partner’s Capita] A/c. being credited with his share. 

When the whole of the share of a deceased or retiring 
partner is not paid immediately, the balance should be 
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_ transferred to a Loan A/c., Interest being credited at.an 
pared rate, and payments being debited as and when 
made. 
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222. The accounting necessary on realisation of a 


partnership estate involves the three following pro- 


cesses :—(1) Take stock, adjust the books, prepare the 
P. & L. A/c. and Balance Sheet; in other words, balance 
the beoks as for the ordinary periodical balancing. 
totally regardless of the subséquent slaughter. The 
B/S. thus produced is the basis of the realisation. (2) 
Open a Realisation of Assets A/c. (3) The necessary 


adjustments -having been made through the Capital 


__ Ajes., the balances will indicate the amounts due to or 


by each partner. 


223. A REALISATION or LIQUIDATION A/c. is 
practically a P. & L. A/e. which is opened for the pur- 
pose of recording the transactions on the occasion of - 
(1) transferring a business as a going concern (2) the 
admission of a new partner (3) the dissolution or re- 
arrangement of a partnership, consequent upon the 
death or retirement of one of the partners, &c.; or (4) 
the winding-up or discontinuance of a business, Debit 


_ the a/c. with the (a) total value of the Assets as shown 


in the B/S. or Statement of Affairs as at the date of the 
commencement of the transfer or liquidation (6) Liabili- 
ties nof entered in the books or B/S. but which have to — 
be paid, such as outstanding a/cs. for taxes, repairs, 
interest on loans or capital, bank charges, &c.  (c) 
Expenses on realisation; and credit the a/c. with the 
actual Cash proceeds of the assets realised. The differ- 
ence, like that of the ordinary P. & L. A/c., if a debit 
balance, shows a loss; if a credit balance, a profit ; 
which should be transferred to the Capital A/cs. of the 
respective partners in the proportions in which they are 
interested in the profits and losses of the firm, or to the 
P. & L, A/e. in the case of a company. Where the 
company is heing liquidated is to be taken over by a new 
company, a debit balance shows the cost of the coneern 


to the new company, and if a credit one, the amount of 
“profit made out of the liquidation by the new company. 
It should be noted that the amount due to “ Sundry 
Creditors £7000,” appearing in the B/S. below, must 
not be entered in the Realisation A/c., which is only 
concerned with showing (a) on the credit side, the actual 


receipts of cash on the assets realised (b) on the debit 


side the book value of the assets; the amount due to 
creditors not entered in the books and therefore not 
included in the B/S. ; and the expenses of the collection 
or sale of the assets. Any balance of Cash after pay- 
ment of all the Creditors and the Expenses belongs, of 
course, to the partners ; and if the profit or loss on real- 
-isation has been correctly carried to Capital A/cs., their 
total balances will equal the cash in hand. When a 
business is being discontinued and the assets realised, 
the following method might be adopted. Record the 
amounts received from the debtors, as well as those 
received in respect of the sale of the various assets, in 
their respective a/cs., deferring the preparation of the 


Realisation A/c. until the final balancing, carrying only 


the differences of the real and personal a/es. to the 
Realisation A/c. 


« 


Example 1.—The following B/S. was extracted from the books 
of the firm, who omitted to include Sundry Outstanding Liabili- 
ties for Repairs, Rates, and Taxes, &c., amounting te £178. The 
realisation was completed on 30th Sept., the expenses heing £737, 
The losses are borne in the same proportions in which the part- 
ners share the profits, in this instance according to the capital. 


Balance Sheet on 30th June, 1909. 


Liabilities. | Assets. 

Sundry Creditors :— sash-at-Bank=i7. osssachaaaee £660 
On Mortgage ...... £4000 Sundry Debtors .:.....:.... 3800 
On Open A/es. .... 3000 - Stock-in-Trade, 3.0.5. .<+ cs os 5560 

£7000 Plant & Machinery ..7....... 2980 

CAPITAL A/cs, :— Frechold Premises........... 8000 


Benjamin Brown ..£7000 Ss 
John Jones ....,.. 3500 
Robert Robinson,.. 3500 == 

——-- 14000 


£21000 £21000 
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Dr. Realisation of Assets A/e. ate 


1909. | 1909. 


June 30. Pes ee re of Sept. 30: 
sets a8 per £21 
Sept. 30. ,, Sundry eters es eA So Se bobo Ms 3 oa60 
. oo Foxes 178; ,, ,, Stock-in-Trade....... 3405 
», Expenses of Real- : » 9 Plant & Machinery .. 2465 
ISAEIOH Once, cine cee » 9», Hreehold Premises.... 8800 - 
ae a Fe fet on ele ; 
- ransferred to Capita = 
Pe Ales. of — 
Peta Benjamin Brown ...£1550 
; : John Jones 1.2.66... 775 
Robert Robinson..... 775 
<i ; — 3100 
ee ie ent tN, Ss 
Dr. / Benjamin Brown. Cr. 
Werte 7 £41909. 
Sept. 30'Lo Loss on Realisation 1550\June 30|/By Balance ........- 7000 
;, Cash Repayment . 545 
E | 7000) £| 7000 
Dr. John Jones. Cr. 
1909. £ 
Sept. 30/To Loss on Realisation| 775 cere 30 By Balance ........-| 3500 
,, Cash Repayment . ang 
£| 3500 ; £) 3500 
Dr. =e Robinson. Cr. 
~ 1909. 1909. | £& 
Sept. 30 bee Loss on Realisation 77 5!June 30\ By Balance ..... »e+-| 8500 
, Cash Repayment . 2725 | 
s| 3500 | s| 3500 
Dr. Cash y Sa anae Cr. 
{909 -————— TEs e. £ 
sept, 0 ToRealisation ofA otAssels 18815 sept, *30 By Creditors ........| 7178 
», Expenses ....+-- 5 737 
», Repayments to :— 
* Benjamin Brown 5450 
John Jones .... 2725 
| Robert Robinson 2725 
—¢) 8818 pee $) 18815 
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224, It must be particularly noted that, in accordance 
with the decision of Garner v. Murray, on the occasion 
of a dissolution, where there is a deficiency of capital, 
after all the creditors are discharged, and in the absence 


| of any agreement to the contrary, the Assets, including 
the sums contributed by the partners to make up the 
losses or deficiencies of capital, must be applied in pay- 
ing each partner rateably what is due from the firm to 
him in respect of capital. Consequently when one of 
three partners is unable to contribute his share of the 
deficiency of the assets to make good his capital, such 
deficiency is not borne by the solvent partners in the 
same proportions as a loss, but the available assets 
(cash produced by realisation, and the loss thereon 
chargeable against the solvent partners) must be divided 
between them in proportion to their agreed capitals. 
Mere losses by the firm, in the absence of any agree- 
ment, are always borne equally, but this rule does not 
apply to losses occasioned by the deficiency of a part- 
ner’s capital. In other words, the issue to be decided in 
the winding-up of a solvent firm, is the “proportion in 
which Assets are to be applied to the repayment of 
Capital when they are not sufficient to return it in full. 
It is not, therefore, the division of a Loss, but the divi- 
sion of the Assets. In the case of an insolvent firm, 
however, where all the Assets are exhausted, the private 
fortunes of the partners may be charged proportionately 
to the sharing of the, profits, but one partner, being 
unable to bear his share of loss, his co-partners again 
divide this as they would divide profits. 


Example 2. * - Balanee Sheet, No. 1. 
____, Liabilities. | £ Assets, ¢ 
Capital of Brown............ | 656 Sundry Property ...... i Seas 630 
7% MONCS) cichae ae ‘ewval Lod Deficiency of Sykes......... 170 
h | eat =e 
= Gai £) 800 ae is eselé 800 
« . * f 9 
The Assets are realised with the following results :— - ; 
: ' 
Dr. Realisation of Assets A/c. Cr. 
To Book value of Assets........ 630 BY: Cash) as .c pees 480 4 
@ a »» Loss on Realisation ...... 
: oe OWN coeeesteeese es 
7 7 JONGB Ee hep on ace 
pee BY KOS we rcasnnee tr 50 ; 
its a Ree ae eet rae 150 
RE. ee {| 630 =e £| 680 
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_._Liahilities. £ 

Capitalof Brown............ an Peach Se 480 

oe VODEH cose ewes ees | 150 Loss Le Naan divisible 

| as fits :— 

arias Brown, one-third. , ..£50 
ee Jones, one-third .... 50; 100 
gee | Pie Mite “1580 

ae Capital irrecoverable from , 
r aaa % SUKGs acters wren cinrar £17 

Rees | Add one-third loss. - 50) 220 
£ 800 £ 800 


225. If Sykes could contribute his £220 he must do 
so, but being insolvent and therefore unable, the 
accounts must be closed as follows :—The contribution 
of £50 each by Brown and Jones must be brought in, 
and the available assets will then total to £580, as 
shown above. This amount will be apportioned between 
Brown and Jones as the respective capitals of each over 
the total capital are to the available funds ; but from the 
resulting figures—£471 5 - and £108 15 - must be 
deducted, in each case, the contribution of £50 made by 
the solvent partners, towards the loss on realisation :— 


GRO of £580 is... eee e ee eee tees £471 5 —- 
Less Brown’s contribution ..... 50 — = £421 6: - 
450 of £580 is «1. ee eee eee eee ee 108 15 — 
Less Jones’ contribution ...... 502 = —) 458-15. — 
Equivalent to Cash available .......+-.-+++ £480 -— — 


\ 

Example 3. On the Ist January, 1909, the Capital of Messrs. 
Black & Co. was as follows :—Benjamin Black, £600; William 
White, £1373 ; George Green, £2004; Robert Red, £458. The 
Profit of the firm during the year amounted to £2871 1010. On 
the 31st March, 30th June, 30th September, 3lst December, Black 
and White withdrew £30 each ; Green and Red £40 each, these 
Drawings being subject to Interest at the rate of 5% per annum. 
Credit Interest on Capital at 5%, and divide the profits as 
follows :—Benjamin Black 4rd, William White ths, George 
Green x;ths, Robert Red 4th. Prepare Profit & Loss A/e. 
and Balance Sheet as on 31st December, when the Sundry Lia- 
bilities amounted to £1202 - 2, and Sundry Assets to £7948 1] -. 


br. Profit & Loss Ale. for the year ended Ss Cr, 
3lst December, 1909. 


cage t os7ili0lt0 
To Interest on Capital, viz. :— ‘ By Prot sea 
Benjamin Black ....... £30 = = » Interest on 
William White ........ 6813 - Drawings .|. 10/10] - 
meee ee odteigus Wee “ is - 
Robert Red........ BAN opis 
» Net Profit -— 
” “Benjamin Black 1/3rd £886 15 3 
William White hae ae e t 
George Green 5 parents 65) 
Robert Redi1/6th....... 443 7 8/2660) 5/10; 
£|2882| -|10) - £/2882! -110 
Balance Sheet of Black & Co. on 31st December, 1909. 
£ (s.{d. £ |a.jd, 
Sundry Liabilities................cccceees .-|1202) -| 2isundry 


Capital, viz. :— 
t. Benj. Black, Ist Jan., 
1909 


Assets ||7948/11) ~ 
Add Share of Profits 98615 3 
3 


: ; 1516 15 
Less Drawings£120 - - 
Less Interest 25-122 6 — 139410 3) 


Add Shore of Profits, 775 18 4 
P2O917e ed 
Less Drawings£120 - - 


Less Interest 25- 122 5 - 2095 6 4 


Mr.Geo.Green,IstJan., 
LOQO ers neees 2004 


2658 
Less Drawings£160 - - 


Less Interest 8-- 163 - -— 2495 8 7 
Mr.RobertRed,istJan., 
LO0O Shae. 58 - = 
Add Interest on Capital 22 1g — 
Add Share of Profits 443 7 8 
924 5 8 
Less Drawings£160 - - 
Less Interest 3-- 163 - =~ 761 5 gl6746/1011 di 
£/7948)11 ~  £17048111) - 


Partnership Exercise 1. 
Arthur Allan, James Binns, and Cecil Clarke, traded in part- 


nership, sharing Profits and Losses in the proportions of 4, 4,and — 


3, respectively. They determined to give up business on 31st 
December, 1910, their Balance Sheet showing as follows :— 


Sundry Creditors .............£850 Sundry Debtors ........... . £1200 
Capital, viz. :— Stocko. gin oan oak enaigieite aeaseen ee OO 
Arthur Allan ,,.....,£2220 


. . 


OaBh s vcases obs sheers owes eee DO 
Tames Binns ....sec. 820 8060 | Capital Deficiency of Cecil Clarke 810 
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They accepted an offer from Dixon & Co. of £1000 for the Booit 
Debts, and £1700 for the Stock. Prepare Realisation A/c. and 
adjust the Capital A/cs. of the three partners. 

‘Answer.—Loss on Realisation, £600; Cap., A.A., £1920; J.B., 
£630; C.C. Dr. Balance £410. : 


Partnership Exercise 2. 


Edwin Elliott and Fred Field enter into partnership, upon 
equal terms, for the purpose of purchasing and continuing the 
old-established business of the late George Glover. The business 
was taken over from Glover’s executors as on Ist January, 
1910, as a going concern, upon the basis of the last certified: 
Balance Sheet, which was as follows :— 

Sundry Creditors ........-++ £3482 , Freehold Premises 
Reserve for Bad Debts ...... 385 | Plant JG So. jereisie cielelvis 0 erate 


Capital <.ccccscecerssceres 26593 | Sundry Debtors .. 
4 Stock on hand .. 


Office Furniture . 


The purchase price was agreed at £28000, which amount was 
found in equal shares, by Elliott and Field, and duly paid ever 
to Glover’s executors. In addition, each partner paid £1000 into 
the new firm’s banking account to provide Working Capital, and 
it was agreed, before opening the new books, to reduce the valu- 
ation of the Plant (as shown above} by £500, the stock by £450, 
and the Office Furniture by £200. Make the opening entries 
necessary to record the above transactions in the books of the 

_new firm, and draw up a Balance Sheet showing the position of 
Messrs. Elliott & Field, at the commencement of the new 
partnership. 

Answer.—Total of B/S., £33482. 


Partnership Exercise 3. 


Sundry Creditors .....--+--++ £270 | Cash ......-ceeevetersereres £112 
Capital, viz. :— | Sundry Debtors ... ... 2064 
Henry Hill.........- £4396 | Stock-in-trade ...... we. 3084 
Seth Sykes....+-++++ 4040 8436 | Machinery & Plant ........-- 3446 


Henry Hill and Seth Sykes were in partnership, the former 
taking one-third of the profits and the latter two-thirds. On the 
death of Sykes the B/S. was as given above. The Articles of 
Partnership stipulated that the amount due to either partner 
upon his death was to remain in the business, subject to interest 
at 5%, but to be repayable to the representatives of the deceased 
by four equal amounts of £1000 per annum and a fifth instalment 
disposing of the balance of Capital at the end of the fifth year. 
The Goodwill was to be valued at £2400, and Sykes’ share of this 
yas to be paid out of the future profits of the business at the 
rate of one quarter of the net profits per annum, with interest 
added to the unpaid portion from year to year at the rate of 4%. 
The profits of the business after the death of Sykes were, during 
the first year £1440 ; second year £2080 ; third year £2860 ; fourth 
year £3156, from which profits the interest mentioned above 
‘nust be deducted before arriving at the amount payable annually 
for Goodwill. Prepare Capital ‘Ale. end Goodwill A/c. of Sykea’ 


| 268 
iépreséntatives, showing interest and annual payments ; also Pp. 
& L. A/e. of the firm necessary to record these transactions. 
Answer.—ZInt. on Cap., lst year, £202 ; Ind, £162 2 —; 3rd, £120 
4—; 4th, £7644; 5th, £30-6; 1st payment of Goodwill, £293 
10 -; tnd, £465 15 5; 3rd, £675 71; 4th, £335 9 7. 


~ Partnership Exercise 4. 
Sundry Creditors ..... £1687 5 2 4) Cash: Slee eee ae £20 14 


6 
Capital; Charles Carr . 77 — -| Sundry Debtors ........ 214 8 4. 
Stock on hand ......... 685 10 8 
Fixtures & Fittings 152 - — 
Machinery & Plant ..... 400 - - 
Capital, deficiency of 
alter Wake ........ 135 11° 6 


Charles Carr and Walter Wake are in equal partnership, their 
Balance Sheet on 31st December, 1909, being given above. The 
Estate is realised with the following result :—Sundry Debtors, 
£165; Stock £500; Fixtures & Fittings, £50 ; Machinery, £200. 
The private estates of both partners are not sufficient to pay 
their private debts. The cost of collecting and distributing the 
Kstate is £60. Prepare Realisation, Cash, Profit & Loss and 
Creditors’ Accounts, showing what composition is paid to the 
Creditors. : “ 

Answer.—Loss on Realisation, £596 19 —. Composition of 11/5} 
appvoe. in the £, £875 14 6. Z 


Partnership Exercise -5. 
Henry Horn, Isaac Innis, and John Jenks are in partnership, 


their respective capitals being £1500, £1200, and £800. The “ 
partnership articles provide for interest on capital at 5% per 


annum, and profits and losses to be divided in the proportions of 
Henry Horn }, Isaac Innis 4, John Jenks 4. Henry Horn has 
lent to the firm £1000 at 6% interest, and Isaac Innis £500 at 
the same rate. Interest on Capital and Loans is paid up to date. 
It is decided to dissolve partnership on 30th June, 1910, on 
which date the Assets and Liabilities (in addition to those to 
partners) of the firm were :— . 


Sundry Creditors ........... £3000 ) Machinery & Plant ...... .. £2000 
Bank Overdrait ss wie. .sseacs 2000 | Loose Tools, Patterns, &c.... 1000 
: : Stock-in-Tradé .....:....... 2500 
Sundry Debtors ............ 4500 


The business was sold as a going concern subject to the follow- 
ing allowances off the book values ‘Machinery & Plant 10% ; 
Loose Tools and Patterns and Stock, 20% ; Book Debts 15% ; but 
also subject to the payment of £600 for Goodwill. Prepare a 
Realisation A/c., and show what was the result to each partner. 

Answer.—Loss on Realisation, £975. Horn lost £487 10 -; 
Innis £325 ; Jenks £162 10 -. 


Karl King, Lord Lane, and Maurice Munro were partners, 
and at the end of the term the following was the Balance Sheot : 


Sundry Creditors ........... £1 70007) Oashisc ay sah eae te ae £125 
Partner's Capital :— Sundry Debtors ............ 13500 

_Marl King ,....... £9500 SOOO Noctis Sinan eee 9400 
, Lord Lane ....... 6225 Machinery & Plant ......... 7000 
» Maurice Munro ... 1700 17425 | Investments’.....,.00 007077. 4400 
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Sy : ae 
‘The business was liquidated ; the Book Debts realised £12780 ; — 
the Stock £8100, and Machinery & Plant £4000, and the Invest- 
ments £5200. The partnership agreement provided that profits 
and losses, whether on trading or realisation, should be divided 
in the proportion of Karl King 4, Lord Lane 3, Maurice Munro 
2. The cost and expenses of liquidation amounted to £850. 
Make up statement showing the final accounts of the partners, | 


Answer.—Loss on Realisation, £5070; Cap. K.K. £7246 13 4 
LD. £4535 ; M.M. £573 6 8. , 


Partnership Exercise 7. 


The surplus on 3lst December, 1909, of assets over liabilities 
of a business in which Nero Nunns, Oliver Ogden, and Peter 
Price are partners was £22,460, and the shares therein of the 

artners were :—Nero Nunns, £9430; Oliver Ogden, £7560 ; 

eter Price, £5470. The accounts are kept by single entry, and 
on 3lst December, 1910, the surplus of assets over liabilities; 
after deducting partners’ drawings, was £22,270. The amounts 
drawn by the partners during the year were —Nero Nunns, 
£1840; Oliver Ogden, £920; Peter Price, £750. Profits and 
losses are divisible as follows :—Nero Nunus, 4 ; Oliver Ogden, 
#3 Peter Price, 3,. Make up accounts showing the shares of 
each partner in the surplus on 31st December, 1910, leaving 
interest out of account. 


Answer.—Share of Surplus, N.N. £1328; 0.0. £996; P.P. 
£996; Capital, N.N. £8918; 0.0. £7636; P.P. £5716. 
Partnership Exercise 8. 


Carl Quinn and Robert Ripley commence trading in partner- 
ship on Ist Jan., 1910. The ‘Trial Balance on 30th June, 1910. 


Dr. Balances— Dr. Balances continued— 


PICLIGISL aie» maiaaste so < £8860 Robert Ripley’s Drawings £300 
COE eee gS CICECICCN Ene COTE ( General Expenses .......- 1272 
Purchases .....0++ee+ee0% : t Discount Balances ......-. ed 
Wages & Salaries .,....... 1G Cr, Balances— 

Rents & Taxes ...3..--.+- vd Capital ......--seeee sees 10000 
Furniture & Fittings, cost.. 940 ALCS re-aicats ais oole'srein anesthe 22458 
Carl Quinn’s Drawings .... 450 Creditors, net ......+-.++. 6280 


The Stock on 30th June, 1910, was £6192. Carl Quinn con- 
tributed £6000 of the capital and Robert Ripley £4000. Interest 
is to be allowed at the rate of 5% per annum on the capital, and 
profits and losses are divisible y,ths to Carl Quinn and ths to 
Robert Ripley. Prepare as on 30th June, 1910, Profit & Loss 
A/c., Balance Sheet and Capital A/cs., charging no interest on 
drawings, providing ‘depreciation on Furniture & Fittings at 
the rate of 10% per annum, and reserving 5% for Doubtful Debts. 


Answer.—Net Profit £732; Cap. 0.Q. £6127; RR. £4105 
Tetal of B/S:; £15,612. 


: Partnership Exercise 9. etka 
The Balance Sheet of Benjamin Black, William White, Georya 
Green, and Robert Red, trading as Black & Co., stood as follows 
on Ist January, 1909 :— 


Sundry--Creditors oc... sce oe £4297\-— Cash’ = icin. steve.cieeeata areas £1872 
Capital: viz. — : Bills Receivable ............ 72 
Benjamin Black ........... 600 | Sundry Debtors ............ om 1744 
Willian White “icsc. cnmsicess ESTS 3 UStOCK se aera ws ryan abies? oes ; 30 
George Greens ois cade 2004 | Steck on Consignment....... 150 
Robert Red ...... Sse RS 468 |S Hurnitird se, vah aot oop eee 296 


Stock, 3lst December, £596. The Sundry Debtors discharged 
their a/es., less £30 for Discount. The Bills of Exchange were 
met, without allowance for discount. All the Sundry Creditors 
were paid, the allowance for discount being £20. Of the new 
Creditors the amount due at the end of the year was £1099, but 
included in the amount discharged was £79 for Discount. The 
firm’s acceptances for £246 had fallen due and were paid, except 
- one for £46 carried forward. New Debtors had paid £7751, and 
£400 had been allowed to them for Discount, the Bad Debts 
amounting to £40. Other Debtors had given, and met in full, 
acceptances amounting to £300. The General Expenses paid 
were £854, there being £68 due-and unpaid. The Furniture 
A/c. is to be depreciated at the rate of 5% per annum. Reserve 
5% for Discount on Debtors’ Balances and 1% on Creditors’ 
Balances. On the 3lst March, 30th June, 30th September, 31st 
December, Black and White withdrew £30 ; Green and Red, £40 ; 
those Drawings being subject. to interest at 5% per annum. 
Credit Interest on Capital at 5% and divide the Profits as 
follows :—Renjamin Black 4rd, William White yaths, George 
Green ths, Robert Red th. Prepare Trading, P. & L., Cap. 
A/es., and B/S. ‘ ; 

Answer.—WNet Profit £26605 10; Cap. B.B. £1394 103; W.W. 
£2095 64; G.G. £24958 7; R.R. £761 5 8. 


Partnership Exercise 10. ; 

On Ist January, 1910, Saville Smith, Titus Tate, Uriah Utiley, 
and Victor Venn (equal partners) had capitals respectively 
£8100, £7680, £6345, and £5985, bearing interest at 5%. Uriah 
Uttley died on 27th November, 1910, and by the deed he was 
entitled to share the year’s net profits proportionately to the date 
of death. At the end of 1910 the Creditors stood at £345, the 
Debtors at £1479, Stock £9007, Freehold £15000, Cash £2034, 
Plant, &c., £4000, Vans, &e., £411. , The profit for 1910 was 
£3476, before charging Interest on Capitals, and before reducing 
the plant and vans by 10% each and writing 4% off the Debtors. 
Also it is necessary to credit Uriah Uttley with Interest at 5% 
on his profits (but not on bis one-fourth share of goodwill), from, 


‘ane oe 


1" BP el ee ee ee td oie ee ee fas eee 


date of death to end of year as well on his Capital for the 
whole year. At the end of that year » Goodwill WS was to be 


raised equal to a sum of one and five-eighths of that year’s net 


profits (7.e., before charging Uriah Uttley’s profits or interest 
on same). F 

Answer.—Net Profit £1570 4 10; Uttley’s share of Profit £364 
97; Interest thereon £1 14 —; Goodwill £2551 12 8; Cap. U.U.’a 


 Exors. £7666 69; S.S. £954453; 7.7. £9103 6 3; V.V. £7323 


10 3. : 
‘Partnership Exercise 11. 

Albert Ambler, Baron Butler, Cedric Carter, Dan Day, had, 
on 30th June, 1910, the following respective capitals to their 
credit, and the following respective shares of profits and losses ; 
£2613, £954, £1172, £3721, and x4 ths, jA.ths, ths, the. After 
having paid their creditors, the assets were sold and realised 
£2210. Cedric Carter brought in all that was due from him, but 
Baron Butler; however, could produce nothing from his private 
estate (that estate being in bankruptcy, + 1 absolutely insol- 
vent). Prepare Realisation, Cash and Cap al A/cs. 

Answer.—Loss on Realisation, £6250. Butler's deficiency 
transferred to A.A. £15 610; C.C. £8 162; D.D. £21 17 - 


Partnership Exercise 12. 

Arthur Ainley is in business as an auctioneer, and on 3lst 
December, 1909, his assets are :—Debtors, £3700; Furniture & 
Fittings £480; Cash at Bank, £2450. His liabilities to Sundry 
Creditors amount te £750. As from that date a partnership is 
arranged with James Batley, under which Batley acquires the 
right to one-third of the future profits on the following condi- 
tions :—(1) Ainley is entitled to withdraw for his own use the 
sum of £2000; pending withdrawal, the amount is treated as a 
loan to the partnership. (2) The value of the Goodwill is fixed 
at the sum of £4500. (3) Batley is to pay into the concern, as 
his share of capital, the sum of £3000. Draft the opening 
Journal entries for the partnership books, and give the B/S. of 
the partnership at its commencement, after Batley has paid in 


-his £3000. 


Answer.—Cap. A.A. £8380 ; J.B. £3000 ; Total of B/S. £14130. 
Partnership Exercise 13. 

John Gordon, Henry Harper, and Richard Ayison are in 
partnership on the terms that Gordon receives out of profits a 
salary of £400 per annum, Harper £500, and Avison £600 ; and 
that the balance of profits, after payment of salaries, shall be 
divided as to the first £4000, 2rds to Gordon, and 4th each to 
Harper and Avison; and as to any excess above £4000 equally 
between the three partners. In consequence of illness, Gordon 
relinquishes his right to salary for the year 1909. The profits of 
that year, before charging salaries, anrount to £6500; to what 
extent are Gordon, Harper, and Avison respectively affected by 
Gordon’s concession ? 

Answer.—Gordow loses £266 13 4; Harper gaing £138 @ 8; 
Avigon gaing £138 6 & 


TRADING & P. & L. ACCOUNTS. 
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226. A TRADING or MANUFACTURING A/c. 
partakes of the nature of a Profit & Loss A/c. in which 
the opening Stock and the more immediate or direct 
cost of production alone, and not of distribution, is 
summarised. The items to be thus debited to the 
Trading A/c. are brought from their respective a/es. at 
the end of the period on balancing, and may consist of : 
(1) Opening Stock. (2) Purchases of raw materials or 
finished goods, or materials consumed in the process of 
manufacture, after deduction of Returns Outwards. (3) 
Packing materials, canvas, boxes, bags, cases, crates, 
straw, paper, string, labels, &c. (4) Carriage, cartage, 
transpore, freight and shipping charges. Some account- 
ants charge Carriage (Inwards) on Purchases to the 
Trading A/c., and Carriage (Outwards) on Sales to the 
P. & L. A/c. ° (5) Coal, Gold, or other Mining or Patent 
Royalties or Concessions Rents ; as well as the working 
costs of mining, developing, hauling, winning, milling, 
tramming, cyaniding, surface damages, &c. (6) Cus- 
toms or Excise Duties. (7) Coal, coke, and other fuel 
when extensively used in the process of manufacture ; as 
in the production of earthenware, bricks, metal ware, 
&c., otherwise in the P. & L. A/e. (8) Manufacturing 
or productive Wages. 


oe 


227. ‘The credit side of a Trading A/c. only contains 
the Sales or Output, less Returns Inwards ; Commis- 
sions received, and closing Stocks. In some manu- 


_ facturing concerns the net value of “ Materials con- | 


sumed ” is given, thus indicating that the stock has 
been deducted from the materials purchased ; conse- 
quently the stock must not appear in the Trading A/e., 
only in the B/S. In gold mining only the gold produced 
must be credited to the Trading A/c.; while gold ore 
in stock, not having been crushed, &c., and made sgale- 
able, must not be shown as a profit, being merely an 


asset. Trade Discount (if any) should appear in this 


: 
2 3 


account, but Trade or General Expenses, by reason of 
. their miscellaneous character, should be placed in the 
P. & L. Aje. A Trading A/c. is balanced like an 
ordinary Goods A/c., the stock of materials and manu- 
factured goods being credited and the difference, which 
is either a gross profit or a gross loss, being carried 
down or transferred to the Profit &» Loss A/c. The 
working or distributive expenses of the business must 


be debited to the Profit & Loss A/c., and any other | 


income credited, the difference being a net profit or a 
net loss. 

228. In establishments where there are departments 
n respect of which it is desirous to ascertain what 
profits they each realise, it will be necessary to keep 


separate Trading and P. & L. A/es., and to apportion . 


and debit against each department its share of the 
Standing Expenses or Establishment Charges, viz. :— 
Rent, taxes, insurance, depreciation, lighting, power, 
warehouse, and office salaries, cash discounts, &c. As 
in the case of a Trading A/c., these various items relat- 
ing to the cost of distribution are, of course, only trans- 
ferred from the subsidiary A/cs. to the P. & L. A/c. 
when balancing. The P. & L. A/c. has thus a moment- 
ary existence; it is opened only to be immediately 
closed. Where insurance is paid in advance it is pre- 
ferable to show it as a deduction on the Dr. side of the 
P. & L. A/e. when possible ; in other cases it must be 
entered on the Cr. side. 


229. The division of the Profit & Loss A/c. into 
two section is usual in large businesses, the first sec- 
tion beingused for the establishment charges (which 
may be sub-divided inté mill charges and warehouse and 
office charges), and the gross profit brought down from 
the Trading A/c. The second section of the P. & L. 
A/c. shows on the Cr. side the balance brought down 
from section one and any rents or dividends received ; 
and on the Dr. side such expenses as do not affect your 
trading, for instance, partners’ salaries, interest on 
capital, income tax, &c., as well as the disposition or 
appropriation of the net profit. Theadyantage derived 


¥ 


from thus dividing and sub-dividing the Trading and 
P. & L. A/cs., is in being able to watch readily the 
percentage of profit and to compare the percentage 
earned during one period with that earned during 
another. 


230. The author has prepared some printed and 
ruled foclscap sheets with a view to illustrate and facil- 
itate the working of exercises, showing Trading and P. 
& L. A/es. and B/S:, and will forward a complete set on 
receipt of 1/-. Address: P.O. Box A. 27, Huddersfield, 
These sheets are very useful for business men when 
preparing their own a/cs. at the periodical balancing. 


Dr. a ; Sales A/e. Cr. 
1916 : 3 

Dee, 31) To Transferto Trading By Sundries as per S.B.|/10306 

: Ale. $5 Ditto | 9489 

Sa = Ditto | 7523 

= a Ditto 6394 

Ss 2 £5 Ditto 8468 _ 

S22 _ Ditto 9705 

7, A Ditto 10104 

Se ; oa Ditto 8967 

yY Ar Ditto 10082 

AS Ditto > 6907 

Bee ss Ditto 4160 
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S £)/96853 


Dr. Trading A/e. for the year ended 3lst Dec., 1916. Cr. - 


S : £ 
To Stock 1st Jan., 1916. viz. :— By-NAlod.,. aes £96853 
Materials in process. .£17255 », Less Returns .... 3132) 93721 
Finished Pieces ..... 16428 . 
33683) ,, Commission Work ..... 365 
», Materials consumed......... 369691 ,, Stock, 31st Dec., 1916 :—| « 
», Dyewares consumed ........ 22399 Materials in process£15264 
», Chemicals, Soap, Size, Oil, &e.| 1608 Finished Pieces .. 16938 
57 OME WOLK ree conten etc mtr 5266 Ce 32202 
»,- Packing Materials .......... 225 
> Carriage & Freight.:.0.;.... 942 
s, Manufacturing Wages ...... 19816; 
3; Gross Profit carried to - = 
Profit & Loss A/e.| 25880 
£)12P238 £12QKh288 
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23-3 io Profit & Loss A/e. 


: . Sie 

_ To Establishment Sharges (Mi]}_— — | By Gross Profit from 

Mill Momagets’ Salaries...... £1000 3 Trading Ajc......... 

Mechanics’, Joiners’, and- » Discount on Pur- 

Plumbers’ Wages ......... OHASES\. vescees Race 
Watchmen’s and Time- 

keepers’ Wages .........-0. 

Coal and Motive Power...... 

Rents, Rates, Taxes, Gas 

> LHSULENCE: fen, .tscnaenseieee 

Mill Furnishings, Repairs, 

& renewals o Machinery 

» Mill Building Repairs 

Stables........... Noctesbacnen = 

EA es one npn eat noah acs hee 

Incidental Trade Expeuses 

Depreciation, Plant &«& 

AQ EIE Yiorandecescsesscaeses 


-,, Establishment Charges, 
(Warehouse and Office)—- 
Warehouse & Office Salaries 53 
Travellers’ Salaries & Exs. 
Rents, Rates, Taxes, Gas, 
& Insurance ...... er essteanen 
AGA INES iy0 nace seapeasaee ne 
Incidental Trade Expen-e 
- Gommmission <.205,..c-...sses Bo 
Depreciation, Warehouse 
& Office Fittings ............ 


», General Charges— 
Bank Charges ..scossseccccseese 
Discount on S les ... £1089 
Reserve for Discount. 700 


Bad Debts ..........-..0 79 
Doubtful Debts R’serve 70 


BALANCE carrted dow? 0... 


By Balance b/d....,....... 
Dividends received 
Rents received ...... 


To Partners’ Salaries .......-.20+.5---> 
,, Interest on Loans and Capital 
», Loss on Investments 


” 


£26107 


£10039 
- 300 
27 


£10366 


— aa 


£10366 
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231. A BALANSE SHEET is a statement showing 
in summary form the various debit and credit baiances 
standing in the books at any given date (after collecting 


inte the Trading and Profit & Loss A/es. all balances 
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felating to Revenue), the items in the Balance Sheat 
being so grouped and classified as to show clearly the 
financial position of the concern at the date of the state- 
ment. Itis compiled from the Trial Balance by arrang- 
ing together only such items as represent Assets (Dr. 
balances) and Liabilities (Cr. balances), supplemented 
by Reserves, Unexpired Charges, and other sundry 
items for which adjustment has to be made, lists of the 
Debtors and Creditors having first been made and the 
total amounts of each being entered as Sundry Debtors 
and Sundry Creditors.. A Balance Sheet must not only 

. show whether the business is solvent or insolvent, and 
the amount of the Capital ; but also of what the Capital - 
consists. Trading Capital or Assets is of two kinds— 
‘ Fixed and Floating. The term Capital must not be con- 
sidered as referring only to the excess of assets over 
liabilities. Capital includes the amount of credit a 
person is able to obtain on B/P., open a/es., loans or 
mortgages. In the ,B/S. on page 280 the Trading 

| Capital is £21633 7s. 4d., while the Traders’ or Pro- 

prietors’ Capital is only £11259 16s. 2d. 


232. . Fixed Gapital or Assets is the property which 
you, as Capitalist, retain in your possession, and use in 
the carrying on and conduct of your business. For 
instance: Jand, buildings, plant, machinery, tools, 
fixtures, horses, carts, goodwill and permanent invest- 
ments. While a horse used by a tradesman for ordinary 
business purposes would be fixed Capital, one in the 
hands of a Horse Dealer would become Floating or . 
Circulating Capital or Assets, which consists of pro- 

“perty a capitalist exchanges or deals in, buys and sells, . 
in the ordinary way of business with the object of 
making profit. For example: Stock-in-Trade of every : 
description, Money in whatever form, and book debts. 
Machinery in the hands of a Machine Broker, Land | 

“owned by an Estate Company, Shares held by an 99 
Investment Company, would all be Floating Assets. So 
far a; they are available, Assets of this nature form the 
Working Capital of the business in which they are 
employed. 
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233. Items placed on the Assets side of the Balancé 
Sheet may be further divided into the following four 
classes :—(1) Realiable, such as Cash and those Assets 
which may be realised either at short notice or within a 
reasonable time, including marketable securities, debts 
due to the business, shares in dividend-paying com- 
panies, Stock-in-Trade, Freehold and Leasehold Pro- 
perty, Loans on Mortgage, etc. (2) Assets unrealisable 
except as a going concern, such as Buildings erected 
for a special purpose, Fixtures and Fittings, Plant, and 
Shares in non-dividend-paying companies. Assets that 
are intangible, some of them unrepresented by expendi- 
ture, and therefore largely fictitious, such as short 
Leases, unexpired Insurances, Rates, Taxes, &c., Trade 
Marks, Patents, Copyright, Goodwill, Development 
Expenditure, Preliminary Expenses. (4) Losses, such 
as a deficiency on the Profit & Loss A/c., or any special 
loss brought into the Balance Sheet. 

234, In preparing a Balance Sheet the items must 
be grouped, ranked, or marshalled in a consistent 
manner. No definite rule can be laid down for mar- 
shalling the items beyond stating that there are two 
principal methods adopted in modern business. The | 
first method is that in which the Assets are so arranged 
or marshalled according to their availability for the dis- 
charge of the Liabilities. That is, those Assets which 
may be readily realised come before those which are not 
so readily convertible into cash. The three items, Cash, 
Bills Receivable, and Investments—total £7462 1 11, 
shown in the Balance Sheet on page 280, would be 
called Liquid Assets, on account of the fact that they 
are immediately available or realisable for the payment 
of Liabilities. The Liabilities must be displayed in the 
order in which they would be required to be met, the — 
Capital coming last. This arrangement of a Balance 
Sheet is generaily- adopted by banks and financial 
undertakings (see’page 282), also by the smaller class 
of ordinary traders or firms. 

235. The second method of marshalling the items 
is almost the reverse of the first method, the most un- 
realisable assets, such as Property, Fixtures, Machin- 
ery, being put first, and Bills Receivable, Investments, 


913 


and Cash last, as shown in the example on page 281. 
This method is the one adopted by some private busi-- 
nesses, and by most Limited Companies, whose Capital 
is generally stated first on the left-hand side of the B/S., 
followed by the-various Liabilities. The Nominal or — 
Registered or Authorised Capital is the maximum 
- amount which a Limited Company has power to raise ; 
say, 50,000 shares of £1 each. Issued or Subscribed 


Capital is the amount offered and subscribed for, and 


consequently alloted in shares or stock to the share- 
holders; say, £45,000 thus leaving £5,000 Unissued 
Gapital to be issued at a later date, if necessary. The 
Called-up Capital is that portion cf the Subscribed 
Capital which is necessary in order to carry on the busi- 
ness of the Company; say, 10s. per share=£22,500. 
The Paid-up Capital is that part of the Called-up Cap- 
ital which has actually been received in cash by the 
Company from the shareholders; say, £22,400: one 
shareholder having failed to pay the “ call’? made upon 
him. ; 

238, The question now arises, does the following 
B/S. on page 280 show*you to be free from financial 
embarrassments ? Yes. Why? Because while your 
Current Liabilities (Sundry Creditors on B/P. and 
Open A/es.), cannot possibly exceed. £5373 11s. 2d., 
you have Liquid Assets to meet them amounting to © 
£7462 Is. lld.; surplus £2088 10s. 9d. Had your 
Liquid Assets, however, only amounted to £500, even - 
though your other assets had been correspondingly 
increased, your financial position would have been con- 
sidered unsound, inasmuch as you would have heen 
unable to meet readily the demands of your creditors. 
Such a B/S., while showing you to possess the same 
amount of capital, would nevertheless indicate what is 
known as Qvertrading, which means purchasing beyond 
your capital; or trading without adequate mean 
actually at command. coare 

37. If you had occasion to place the B/S. on page 
280 before your Banker with the object of negotiating a 
loan you would find that in forming his estimate of your 
financial position, he would depreciate your stock at 


ad 


least 10%, Plant, &c., 50%, Premises and Fittings, 75 9%, 


PY 


and totally disregard the Goodwill. Business premises | 


are generally most difficult to dispose of when forced 


_ upon the market ; Goods, Plant, Machinery and Fit- 


_ tings, when put under the hammer, are often sold at a 


_ great sacrifice, while Goodwill is generally unsaleable. 


238. In preparing Trading, P. & L. A/cs., and B/S. 


from exercises it is advisable, first of all, to make a 


_T.B., remembering not to include therein any of the 


various adjustment items, relative to reserves, depreci- 
ation, &c., which are generally given either at the begin- 


ning or the.end of the exercise. When reserves and 


depreciations have tc be provided be careful to show 


them both in the P. & L. A/c. and B/S. Where 


depreciation has been provided for in the a/cs. before 


the preparation. of the T.B., it must be noted that the 


Real A/c. affected has been charged and that the net 
amount of the asset will appear among the Dr. balances 
of the T.B.; therefore if it is desired to show such 
depreciation in the B/S., it must first be added to the 
amount as shown in the T.B., and then deducted. Care 


~ must be taken not to charge excessive depreciation in 


‘respect of capital additions during the~ period under 


review ; for instance, supposing Machinery A/c. stands 


+1917 | z= 
. Jan. 1 | To Balance.........bld) 4975 § | 


on Ist January at £5000, and, during the following 


June, additional Machinery is purchased of the value of 


- £500, the depreciation to be reckoned on the annual 


balancing in December (unless otherwise stated), would 


~ not be 10% on £5500 for twelve months, but would be 


10% per annum on £5000=£500 ; plus 10% per annum 


~ on the £500 £25, the latter being for six months only. 


Dr. ear Machinery A/e. Cr. 
1916 ie 1916 ide | # 
an, 1 | To Balance ......... b/f, 5000 fDec.31 By Depreciation:— | 

ee, », Cash for additions} 500 10% cn £5000 £500} 
) 10% on £509 £25) 
Fae NG 
: fant sy LOGRAMCE. .cxavses Gia Sar 
£5560 | £5500 - 
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239. ERRORS, their Discovery and Rectification. 
Tf the totals of the Trial Balance should disagree you 
must first of all carefully recast them in order to satisfy 
yourself that the error is not in the totalling. Then 
compare each item in the T.B. with the respective totals 
or balances, some of which you may have omitted to 
carry to the T.B., or placed in the wrong column there- 
of, or it may be that some of the totals or balances are 
themselves incorrect. Ji still undiscovered ascertain 
the difference existing, and look carefully through the 
Journal for that amount, or the half of it, and if 
detected, confirm it by reference to the Ledger posting. 
Tf your search proves unsuccessful you must then check 
each posting until the error be found. You may have 


omitted to post an item, or have transposed or mis- 


placed the figures, 7.¢., £1 18 4 as £1184. The value 
of stock must never be credited before the T.B. is 
arranged, as it would create a disagreement between 
the two columns. The T.B. will not reveal such errors 
as (a) posting an amount to the wrong A/c. (b) omitting 


to post two equal sums to both sides of the Ledger. 


240 ERRORS in JOURNALISING, if discovered 
before posting, may be ruled through, and a fresh entry 
made. Should, however, an incorrect entry have been 
posted, it will be necessary to make a compensating 
entry in the Journal to remedy the defect. The follow- 
ing are a few examples of errors, each followed by its 


rectifying Journal entry :— 
1. ‘“E. Bate Dr. to A. Field, £50,” instead of £150. 
E. Bate Dr. to A. Field, £100. 
2. “ Bank Dr. to I. Kay, £300,” instead of J. Kay. 
IT. Kay Dr to J. Kay, £300. 
“TP Smith Dr. to Goods £20,” instead of Bank Dr. to 
Goods. Bank Dr. To T. Smith, £20. 
4, “Cash Dr. to Bank, £100,” instead of Bank Dr. to 
-Cash. Bank Dr. To Cash, £200. . 
“ Gloth Dr. to A. Cook, £50,” instead of Cloth Dr. 


- 


5. 
3 £150, to Cook & Co., £50, and A. Cook, £100. 
Cloth Dr. £100, Lo Cook &-Co., £50, and A. Cook, £50. 
6. “B. Gott, Dr. to Bank, £35,” instead of Bank Dr. to 


B. Gott, £3 5s.—. Bank Dr. To B. Gott, £338 5 -. 

7. “Brook Bros., Dr. to Goods, £380,” instead of Brook 
Bros., £300 and Brooks & Co., £80 Dr. to Goods. 
Brooks & Co., Dr. To Brook Bros., £80. 
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241. ERKORS in POSTING must be rectified by 
transfer entries which must be passed through the 


Journal. The compensating Journal entry is given 
after each of the following examples of mis-postings. 
1. Posted £50 to the Cr. side of A. Hart’s a/c. instead of the 
Cr. side of T. Sterne’s a/c. A. Hart Dr. To T. Sterne, £50. 
2. Posted £10 to the Cr. side of Goods a/c., and the Dr. side 
of F. Day’s a/c., instead of the Dr. side of Goods a/c. 
and Cr. side of F. Day’s a/c. Goods Dr. to F. Day, £20. 
3. Posted T. Flint Dr. to Bank £50 to both a/es., instead of 
£56. T. Flint Dr. To Bank, £6. ; 
242. LEDGERS being for posting only from the 
Books of Original Entry, no entry must be made therein 
without having been first entered either in the Cash or 
one of the subsidiary books. When this rule is violated 
the original entry in the Ledger is known as a “ Blind 


Entry.” In extensive concerns it is found necessary to 


keep the Ledgers in parts or sections on account of the 
impossibility for one Book-keeper to post all the trans- 
actions, and the inconvenience that would arise from 
having to handle an otherwise large and cumbrous 
_book. Ledgers are primarily divided into three :—(1) 
Credit or Purchases Ledger; (2) Debit or Sales or 
Gutomers’ Ledger ; (3) Impersonal or General Ledger. 
In very large establishments the first two are 
further divided into London and Country, Home and 
Foreign, and District or Travellers’ Ledgers. each one 
being kept by a different Book-keeper, who makes out 
his own Statements, and checks those coming in from 
other firms relating to his own department. The 
Debtors’ and Creditors’ Ledgers are, of course, posted 
daily. The Impersonal or General Ledger is for record- 
ing all a/cs. except personal a/cs. and cash or bank, 
and is often kept by a member of the firm, the postings 
being made monthly. The Impersonal Ledger may be 
divided into two books—General and Private—the 
former containing all the subsidiary P. & L. A/es. and 
the latter being reserved for the Capital, Trading, P. & 
L. A/es. and B/S. only. In the case of Banks, the 
a/es. of the customers are contained in a large number 
of Ledgers, each of which is allotted to one or more 
letters of the alphabet, e.g. :—AtoC; DtoG; HtoL 5 
MtoQ; PtoS; T to Z. ; 


eae a eee, ee ee 
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243. When SECTIONAL LEDGERS are thus 
employed they should be made Self-balancing, i.c., 
balance in themselves without the aid of any other book; 
contain within themselves a complete T.B. The special 
advantages of Self-Balancing Ledgers are in reducing 
the risk of compensating errors remaining undetected ; 
in being able to localise errors to any one particular 
Ledger, in helping to prevent or detect fraud on the part 
of one of the Book-keepers ; in other words, to verify 
the accuracy of each Ledger separately. The Purchases 
and Sales Ledgers, which always contain the greater 
number of accounts, should be balanced separately 
at least once every month, so as to avoid having to 
check a large number of postings in case of an error. 
Exercise 28, pages 124-6, is taken for the purpose of 
illustrating this subject. The Journal, Purchases, 


’ Sales, and Cash Books require to be entered in the usual 


ha! , 


way, plus three exfra cash columns in the Journal and 
on each side of the Cash Book, headed ‘“‘ Purchases 
Ledger,” “Sales Ledger,” ‘‘General Ledger,” 
although some Book-keepers might prefer to dissect or 
summarise the various entries similar to the Sales Book 
on page 92, and thus dispense with the extra columns 
suggested. Post the following accounts to the Pur- 
chases Ledger; J. Morrison & Sons, Robertson & 
Cooper, D, Byer & Sons, Glasgow Aniline Co., Rennie 
& Sons, A. Millar; to the Sales Ledger: Leslie & Co., 
Gordon & Jackson, Macdonald & Co., Borthwick & 
Stewart, Baird & Sons, Henderson & Linton, Boyd & 
Nesbit ; the remainder of the accounts to the General 
Ledger. . 

244. If each Ledger is kept separately it follows 
that, in order to carry out the principle of double entry, 
certain Adjustment, or Reconciliation, or Balance A/cs. 
must be kept; for instance, all the items in the Pur- 
chases Book have been posted to the Cr. side of the 
personal a/es. in the Purchases Ledger, and in order 
to complete the double entry the total of these purchases 
must be debited to an Adjustment A/c. in that Ledger 
and credited to the Purchases Ledger Adjustment A/c. 
in the General Ledger. This shows that for every item 
posted in the Departmental Ledgers there must_be 


a OES eee 
Ag 6 f 


posted a contra or opposite entry to an AdjustmentA/c., 
these items being entered in totals for convenience. 
Thus every Ledger is made self-balancing by each 
Departmental Ledger containing a General Ledger 
Adjustment A/c., and the General Ledger having an 
Adjustment A/c. for each Departmental Ledger. : 
245. In the Purchases edger open an account 
headed General Ledger Adjustment A/c., and post to 
the Br. side from the Purchases Ledger Column of the 
Journal the total of the opening entries, £1118 66, also 
the £18 5 9 for Stationery. The next items te be debited 
are the totals of the Purchases Book ; Dyewoods £381 
5 -; Colours £641 16 8. The Adjustment A/c. must — 
now be credited with the total of the Purchases Ledger 
Column on the Gr. side of the Cash Book (including dis- — 
count), £952-—4. If there had been any goods returned 
or Bills accepted, the totals thereof would also have 
needed crediting. The difference between the two sides 
of this a/e. is £1207 13 7, which is the total of the 
balances of the Purchases Ledger, and agrees with the 
balance of the Purchases Ledger Adjustment A/c. in 
the General Ledger. As there is always a greater value 
of credit than debit balances in the Purchases Ledger, 
it follows that the Adjustment A/c. will always show a 
debit balance. = 


Dr. General Ledger Adjustment A/c. Cr. 
1908 ; £ {s.jd.f 1998 £ |s.jd- 
Jan. 1 |To Credit of Pur- _ Jan. 31 | By Cash Bock total]|’ 
chases Ledger...||1118) 6] 6 of Cr, entries .,.|| 921) -| - 
» 19] ,, Journal (Station- ay DISCOUDE™ vc. wanes 31) -| 4 
CTY) seveesncecoceveres 18] 5] 9 », Returns Book ...|} - | -|- 
», 31] ,, Sundries, per Pur- | » Bills Payable ...|} - | - 
chases Book— | 1, Balance cjd ..... 1207/13) 7 
Dyewoods ...|| 881) 5} - 
Colours ......... 641/16] § 
Slo1s9 13111 £|a159113'11 
Feb. 1 |To Balance b/d ......... 1207/13) 7 
| 


246. In the Sales Ledger open an account headed 
veneral Ledger Adjustment Ac. and post to the Gr, 
side from the Sales Ledger Column of the Journal the 
total of the opening entries, £639 10 7, and debit the 
Bad Debt of £818 2. The next items to be credited are 
the totals of the Sales Book: Dyewoods £700 5 1, 


ate x ofl 
_—. ~ bs - 


— Colours £1666 16 1. This Adjustment A/c. must now 


a 


f 


be debited with the total (less discount) of the Sales 
Ledger Column on the Dr. side of the Cash Book £999 
3 4; also Discount £19 16 3. If there had been any 
goods returned or Bills reccived the ‘totals thereof 
would have needed debiting. The difference between 
the two sides of this a/c. is £1978114 —, which is the 
total of the balances of the Sales Ledger, and agrees 
with the balance of the Sales Ledger Adjustment A/c. 
in the General Ledger. As there is always a greater 
value of debit than credit balances in the Sales Ledger it 
follows that the Adjustment A/c. will always show a 
credit balance. 2 


Dr. General Ledger Adjustment A/c. Cr, 
1908 i( £ [sd 1908 | £ jsjd. 
Jan. 31} To fournal(Bad | Jan. 1| By Debit of Sales 
PIED etes onees |. 8118 Ledger bff... 639|10| 7 
ee » Cash Book total: » 31] ,, Sundries per 
of Dr. entries...!/ 999) 3 Sales Book— 
Me ap uScomnt,-....:.. | 19/26 Dyewoods ...... 700) 5) 2 
1» -1 | » Returns Bock “| -|- - Colours ..,....... 1666/16) 1 
» a1 | 9s Bills Receivable.|| - | - 
posh» Balance_cid....:.. 1978)14 
£)/38006|11 : £//3006/11) 9 
| Feb. 1] By Balance b/d....... 1978/14] - 


In the General Ledger open the two following a/cs. : 


Dr. Purchases Ledger Adjustment A/c. Cr. 
1908 & |s.{d. 
Jan. 31 | To Cash Book......... By Cr. of Purchases 
Begin set ISCOUNE oxy n.0s2 ‘ Ledger D/f...... 1118) 6] 6 
ob, », Returns Book... is Journal (Staty.)|| 18) 5) 9 
n° n | os Bills Payable ... », Sundries P/B.— 
non bn Balance cid. ...... Dyewoods...... 881) 5) - 
Colours ...... «.-|| 641/16] 8 
£ £//2159)13 ll 
By Balance b/d....... 1207/13) 7 
Dr. Sales Ledger Adjustment A/c. Cr. 
1903 2 {sid 1908 £ |s.ld 
Jan. 1| To Debit of Sales Jan.31 | By Journal (Bad 
Ledger bff....... 639/10) PSD) ys. asvenncns 818} 2 
» 31] ,, Sundries per S/B. 1» | 1» Cash Book ...... 999) 8 4 
Dyewoods ...... 700} 6 Pah a iaiyse DISCOUNT: veces ccas 19)16) 3 
Colours ......... 1666/16 » » | » Returns Book ...|| - |-|- 
n » | 1 Biils Receivable|| - | -|- 
no» | » Balance c/d.......||1978|14| - 
#//3006|11) 9 §|a006/11) 9 
= SSS ee 
Fab 7 | To Balanve b/d... /9THI4 FF 


r 


947. From the above it will be seen that the Adjust- 
ment A/cs. in the Purchases and Sales Ledgers are 
identical with their respective Adjustment A/es. in the 
General Ledger, except that the debits in one are credits’ 


- in the other, and vice-versa. 


Therefore, if the balances 


of these two a/cs. agree, the postings should be correct. 
The adjustment entries should, of course, be made 
through the Journal, similar to the following :— 


On Proving Purehases Ledger. Ex. 28. 
Dn. : 


Cr. 


1908 
Jan. 1 


» 19 


(Being Purchase of Staty. from J.) 


General Led. Adj. AJc.....<.-.Dr, 

To Purchases Led. Adj. A/c.. 

(Being Cr. Balances at commence- 
ment of month), 

General Ledger Adj. A/c.......Dr. 

To Purchases Led. Adj, Ajc.. 


General Ledger Adj. Ajc.......Dr. 
To Purchases Led. Adj, A/c.. 
ag te Purchases for month), 


urchases Led. Adj. A/c. ..... .Dr.| 


To General Led. Adj. A/c.... 
(Being Cash paid during month). 
Purchases Led, Adj. A/c. ......Dr. 


To General Led. Adj. Ajc..../ 
(Being Dis, allowed on payments). | 


£ 
1118 


1028 


On Proving Sales Ledger. Ex. 28. 


a 


Sales Led, Adj. Ajc. .......0+.Dr, 
To General Led. Adj. Ajc....! 


(Being Dr. Balances at commence-| 


ment of month). 
General Led. Adj. Ajc.........Dr. 
To Sales Led. Adj. Ajc....... 
(Being Bad Debt from Journal), 
Sales Led. Adj. Aje...s..0ss se Dr, 
To General Led. Adj. Ajc.... 
(Being Sales for month), 
General Led. Adj. Ajc.........Dr. 
To Sales Led. Adj. Ajc....... 
(Being Cashreceived during month) 
General Led. Adj. Ajc.........Dr. 
To Sales Led. Adj. Ajc,...... 


(Being Discount allowed on receipts) 
sess es a etn ede Lh 


£& 
639 


10 


18 


16 


ve) 


£ 


” 
‘ 


i 


’ 


3 
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Exercise 28 (pages 124-6). 
Purchases Ledger Trial Balance. Diver Cr. 


* s. ad £ s. d 
Morrison &-Sons.. Jat 0... 2. see es 78 5 — 
Robertson & Cooper, ............-- . 505 14 5 
Byer Ge OONS ...-<ce uses ts amee esse 387 18 6 
Glasgow Aniline Co. ...........--- 235 15 8 

_ Rennie & Sons ..... oo Grp hati dortoae 
Alexander Millar’ ...........0006.. 


General Ledger Adjustment A/c. ... 1207 13 7 
£1207 13) 7° £1207-13-47 


Se 


Sales Ledger Trial Balance. Dr. Cr. 

Seossnds E> eed 

MRA Ae COs avis Sizlolens oe oie Sie selene 454 8 —- 

Gordon & Jackson ............--- 703 16 4 

Msc OG) OObne ocne sist alee sn @ tes 145 5 — 

Borthwick & Stewart ............. 

HES LEN CI CO SONIS orc cory oe enc clsveveeieigis as 26% 1 2 

Henderson & Linton ............-.- 414 3 6 

Boyd & Nesbit ........-+-eeeeeee 

General Ledger Adjustment A/c, ... 1978 14 - 


£1978 14 -— £1978 14 — 


= 2 - ————————————— 
General Ledger Trial Balance. Dr. Cr. 
oH Gh le £248) Gat 
Robert Inglis, Capital A/c. ......-- . 1330 6 6 
Robert Inglis, Drawings A/c. .....- 35 - - 
Wilson Glennie, Capital A/e........ 1425 19 5 
Wilson Glennie, Drawings A/c. ..... 20 - - 
Dyewoods A/c. ..---+seeeerereees SOs Sa, 
Colours A/c. ....20+se cere ee eeeees 261 7 4 
Office Furniture A/c. ....--+-++5- 106 10 = 
Horses, Waggons, &c., A/e. ..--.--- 180 - - 
Wages A/c. 1... cece eee reece 33 hiss 
Carriage A/C.......ee eee eset ences Ie 
Trade Expenses Ajc. ...-++-++-+++> 69 14 3 
Bad Debts A/c. ...-.+-+e eee reeeee 818 2 : 
‘Purchases Ledger Adjustment A/c... 1207 13 7 
Sales Ledger Adjustment A/c. ..... 1978 14 
Cash A/c. 2:2... ceeeee seer eseeees 28 6 4 
Bank A/c. ......eee eee rer eeeeces 482 12 - 
Discount A/c. ....6.ee eee rere 1 


£3975 3 7 £3975 3 7 
og EIEIEE DEEP 


248. There is, perhaps, nothing in the work of the 
book-keeper, particularly in a large business, which is 
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more tedious and laborious and causes such a waste of 


time as the periodical transfer of accounts from a full — 


into a new Ledger. His attémpt to allocate to each 
account the number of pages it is expected it will occupy 
is always more or less futile ; reference to the index will 
generally show that a large number of the accounts 
have been moved into several different positions, thus 
making the allocation of an account by its folio some- 
what difficult. With the view of avoiding this period- 
ical transference of accounts and of economising 
generally in this matter, there are now being introduced 
what are known as Perpetual Ledgers, which consist 
either of (1) loose leaves bound together in the form of 
an ordinary book-wise letter-file, where a punched leaf 
may be inserted or extracted at will ; or (2)-loose cards 
kept in a drawer or tray, into which the cards are 
fastened by means of a rod passing through a slot in the 
bottom of the card. Both systems admit either of the 
alphabetical or numerical arrangement of the sheets and 
cards, or a combination of the two ; and the advantages 


_afforded by the adoption of either system may be stated 


as follows :—(1) Opening of new Ledgers dispensed 
with. (2) The position of an account never changes. 
(3) No blank leaves or cards. (4) The removal of 
“dead ”’ or closed accounts and full sheets or cards to 
the “ Closed A/c.” division of the file. (5) The hand- 
ling of “live” or current accounts only. (6) The 
greater facility with which the monthly Statements may 
be prepared. (7) Greater facility for auditing. 

249. All Ledgers are Indexed, the method adopted 
varying with the extent and character of the business. 
In small offices an ordinary alphabetical index is used ; 
in a larger office each letter of the alphabet is treated in 
vowel order, 7.c., the names are entered in one of six 
columns (see appendix), according to the first vowel 
after the initial letter in the surname. In the largest 
counting houses the index, in addition to being arranged 
in vowel order, is classified into the counties or districts 
in which the debtor and creditors carry on business. In 
the case of a large book it is often an advantage to have 


the index made separate instead of being bound into the - 
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book ; or better still to adopt the modern system of Card 

Indexing, where a separate card, slotted into a tray, is 
used for each name.. This system is not only most 
effective by reason of its handiness and elasticity, but it 
obviates the great labour involved in re-writing an 
index. - 

250. STOCK BOOK. As itis name implies this book 
contains an inventory of the merchant’s geods on hand. 
There must be two sides, one for goods purchased, and 
the other for goods sold. It is customary to enter the 
date of the transactions, and the quantity, class, price 
and total cost of the goods. The purchases side is 
particularly useful to the merchant, as it enables him to 

- ascertain, readily, at what price he can sell in order to 
make a reasonable profit. This book is chiefly useful to 
the merchant who buys and sells the same kind of 
goods. The manufacturer who produces goods would 
have no use for such a book. He would, however, keep a 

251. WAREHOUSE BOOK (W.B.) which would 
contain full particulars of the manufactured articles. 
This book presents to the manufacturer in a concise 
manner his saleable steck, and thereby assists him in 
regulating the output of his production. The godds ° 
received into the warehouse would be entered on one 
side and the goods sent out on the other. The form of 
the entries must, of course, vary with the nature of the 
business. 

252. WAGES. Contract A/cs. must only be debited 
with such wages as directly increase the cost of produc- 
tion. Wages paid for tanning hides are productive, as 
the leather is worth more than the raw hides. Wages _ 

S paid to the stone-mason are productive, as the dressed 
¢ stone is more valuable than the block just quarried. In 
“a such cases the Tanner would debit his Trading A/c. and 
the Builder his Contract A/c. Wages paid to clerks and 
book-keepers, however, are not directly productive, and 
should generally be debited to the P. & L. A/c. as a 
chargefagainst the entire business. Should a clerk, 
however, be exclusively engaged, say, in keeping the 
books and acting as cashier on a large contract, then 
you would debit such contract with his salary. 
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= 253. WAGES BOOK. This subsidiary book contains 
full particulars of each amount paid for wages. At least 
five columns are required, the first two being for the 
number and name of the employee, the third for the 
number of hours worked, the fourth for the rate of pay- 
ment, and the fifth for the amount paid. Columns 3, 4, 
and 5 may be repeated on the same folio for as many 
weeks as the pages will admit of rulings, thereby saving 
the frequent rewriting of the names. The weekly total — 
is, of course, entered in the Cash Book and from there 
posted to the Wages A/c. in the Ledger. In the case of 
a departmental business either a separate W/B., or 
Separate columns would be kept-for each department, or 
a summary would be prepared of the general W/B. and 
each department debited with its proper share. The 
contributions payable under the National Insurance 
Act may be entered in the Wages Book by the adoption 
of suitable rulings similar to the second example below. 


SIMPLE WAGES BOOK. 


No. | July 20 1No. July 27 
of iRte of {Rte 
Hrs £/s. d. jHrs sy 


No. Name. 


1 | Brown, Chas | 42) 9 || 1/11} 6] 40] 9 || 11] 
E 
2| Day, James | 40! 8 |! 1) 6! 8] 381 8 | 1 
3 | Sykes, Bill...| 35] 6 || - 117] 6} asi 6 || 7 
4 | Hoyle, John | 46) 63] 1] 4/11] 48] 6}! 1 
WAGES and INSURANCE BOOK. i 
eee Deductions from Employer’s 
see 2 ages Contribut’ns 
No. Full for Insurance. Net | jUnem.- 
No.| Name. | of |Rte|) Wages. || Health Unem- || Wages, || Health| ploy- 
Hrs ployment. ment. 
}£s8s Giis. dis. di & dis. als. a 
— “) al = a || | 
1 |Brown, C.| 42] 9 || 1/11) 6|-| 4) - | 23 1/10/114}) - | 3 | - jog 
2 |Day, J...| 40) 8 || 1} 6] Sil -| 4 -- | 2h 1) 6) 1B} g - |24 


EXAMINATIONS IN BOOK-KEEPING. 


bury Square, London, W.C.1). 


254. Book-keeping is one of the subjects specified by 
the Universities of London, Edinburgh, Birmingham, 
and Manchester in connection with the examinations 
for the degrees of B.Sc. (Economics), or Bachelor of 
Commerce; also in the Examination Syllabuses of the 
following societies: —The Institute of Chartered Account- 
ants (Moorgate Place, London, E.C.2), The Society of 
Incorporated Accountants and Auditors (50 Gresham 
Street, Bank, London, H.C.2), Chartered Accountants of 
Scotland (General Examining Board, 23 St. Andrew 
Square,’ Edinburgh), Tie Institute of Chartered | 
Accountants in Ireland (4 College Green, Dublin), The 
Institute of Municipai Treasurers and Accountants 
(Incorporated) (Town Hall, Kensington, London, W.), 
~The Corporation of Accountants, Ltd. (55 West Regent 
2 Street, Glasgow), The London Association ef Account- _ 
~ ants, Ltd. (Temple Chambers, Temple Avenue, London, 

E.C.4), The Institution of Certified Public Account- 

ants, Ltd. (Coventry House, South Place, Finsbury, 

London, H.C.2), The Institute of Bankers (34 Clement's 
~ Lane, London, E.C.4), The Institute of Actuaries (Staple 

Inn Hall, Holborn, London, W.C.1), The Chartered 

Institute of Secretaries (59a London Wall, London, 

E.C.2), The Secretaries’ Association, Ltd. (70a Basing- 

hall Street, London, £.C.2), The Surveyors’ Institution 

(12 Great George Street, Westminster, London, S.W.1), 

The Auctioneers’ Institute of the U.K. (Incorporated), 

(34 Russell Square, London, W.C.1), The incorporated 
~ Law Society (Solicitors’ Inter. Exam.) (118 Chancery 

Lane, London, W.C.2), The Institute of Certificated 

Grocers (4 Cullum Sireet, London. #.0.3), National 

Association of Local Government Officers (24 Blooms- 


255. This textbook, which contains many Examina- 
tion Papers set by some of the above Societies, covers 
the whole of the work specified by their respective 
syllabuses. In addition to the above special bodies, at 
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whose examiwations only those who are articled or 
otherwise specially qualified are permitted to sit, there 
are the following public examining bodies, at whose 
examinations anyone may sit on payment of the necess- 
ary fees (if any) to the Secretary of the local examining 
centre :—The Royal Society of Arts; The London 
Chamber of Commerce; The National Union of 
Teachers ; The Lancashire & Chéshire Union of Instit- 
utes; The Union of Educational. Institutions; The 
Faculty of Teachers of Commerce (H. H. Jones, A.C.LS., 
120 Portland Street, Manchester). The Central Welsh 
Board (Cardiff); The University of Oxford (Merton Street, 
Oxford), held in July; and The University of Cam- 
bridge (Syndicate Buildings, Cambridge), held in J aly 
and December. The Local Examinations held by, the 
two Universities, as well as the Examination of the 
College of Perceptors (Bloomsbury Square, London, 
W.C.1), are chiefly patronised by Grammar Schools. 
The subject of Book-keeping cannot be taken alone, 
being one of the optional subjects required on taking the 
Certificate of the College, the exams. being held in June 
and December. In Givil Service (C.S8. Commissioners, 
Burlington Gardens, London, W.1) examinations, book- 
keeping is an optional subject for Second Division 
Clerkships, and compulsory for Customs’ Outport 
Clerkships, Assistant Surveyor of Taxes, and others ; 
the examination papers set being amply covered by 
working to the chapter on Company A/cs. 


256. The Royal Seciety of Arts examinations are 
held about March and May each year, and the results 
are announced about August. The Elementary or 
Stage I. Examination, for which the entrance fee is 2/6, 
is an easy test, and is well covered by the first 147 pages 
of this textbook. An Exercise is set in writing up simple 
transactions into-the Subsidiary books, posting to the 
Ledger, and extracting a T.B. Questions must be 
answered relative to simple business terms and abbre- 
viations, and on the use of business Forms, Invoices, 
Statements, Bank Notes, Cheques, Bills of Exchange 
and Receipts ; Order, Postage, Petty Cash, Cash, Stock, - 
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Purchases and Sales Books. To gain a Certificate 50% 
of the total marks must be obtained. Intermediate 
or Stage IT. is covered by working to Exercise 100 ; and 
the Advanced or Stage III. by studying the remainder 
of the complete book. The entrance fee of 3/- for the 


‘Intermediate Stage, and 3/6 for the Advanced Stage 


must be paid in Feb. or April to the Secretary of the 
centre where you intend sitting. A copy of the Soviety’s 
Syllabus is issued in September each year, and. 
may be had from the Secretary, 18 J ohn Street, 
Adelphi, London, W.C.2, for 3d., post free. First and 
Second Class Certificates are awarded; the minimum 
percentage of marks required for Stage IH. being 70 
and 40 respectively ; and for Stage HI. 75 and 50 
respectively. 


957. The Examination Paper of Stage Il. of the 
R.S.A. (of which Exercises 49 to 69d are examples) is 
divided into two sections: Questions and Exercises. 
Candidates may answer one question, but not. both. 
Both exercises are required of all candidates, who must — 
be prepared to answer questions as to the meaning of 
mercantile terms, and as to the nature and use of the 
books of account usually kept by mercantile or manu-_ 
facturing enterprises, including Limited Companies ; 
and to work exercises upon the principle of double 
entry, involving the use of Subsidiary Books, and the 
preparation of Trading, P. & L. A/es., and B/S. 
Specially ruled paper is supplied, the pages having 

rinted headings and allocated as follows :—(1) Answer 
to Question ; (2) Sales Book ; (3) Cash Book, two pages ; 
(4) Purchases Book ; (5) Journal ; (6) Ledger A/es., each 
headed “ Dr.” and “ Cr.’”’ and numbered up to 28; (7) 
Trial Balance ; (8) Trading and Profit & Loss Afes. for 
Ex. 2; (9) Balance Sheet for Ex. 2. 


958. All the exam. papers set for Stage [Il of 
-R.S.A. will be found among the papers at the end of the 
exercises. The Advanced syllabus states that candidates 
must be prepared to workjan*exercise and also,answer 
questions (not work exercises) upon :—(1) The uses, 
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forms, and rulings of the books employed in different 
enterprises, whether wholesale or retail, merchant, 
manufacturing or financial ; and whether governed by 
private trading agreements, by the Companies’ Acts, or 
by special Acts of Parliament. (2) The statistical books. 
and registers of limited and other companies—their 
rulings, uses and methods of keeping. _ (3) The methods 
of keeping and presenting A/es. (including branch and 
departmental a/cs.) of private partnerships (including 
the adjustment of accounts as between partners) and 
public companies however constituted including the 
columnar or tabular system and the sectional system of 
self-balancing ledgers. (4) Foreign currencies and their 
record in books of a/e. (5) Income Tax. 


259. Fully worked Keys to Stages 1, 2 and 3 of the 
Examination Papers of the Royal Society of Arts, may 
be had from Mr. Arthur Fieldhouse, 66 West Parade, 
Huddersfield, at 1/1 each, per year, post free, for cash 
with order only. These models should be studied by 
every candidate. . : 


260. As will be seen from the exam. papers given at 
the end of the exercises the subjects of Accounting and 
~ Banking, which are Stage III. subjects of the R.S.A., 
are practically covered by a careful study of the whole of 
this textbook, and should not be taken until Book-keep- 
ing has been thoroughly mastered a 


261. The London Chamber of Commerce examina- 
tions are usually held about the middle of May each 
year, the results being announced about the end of July. 
They are divided into Junior and Senior, the entrance 
fees being respectively 2/6 and 5/-. The Junior 
examination is equivalent to Stage II. of the Royal 
Society of Arts, and is therefore covered by working to 
Exercise 100 of this textbook. The Senior is equivalent 
to Stage IIT. of the Society of Arts, and requires a 
careful study of the whole book. The L.C.C. also hold 
exams. for Teachers’ Diplomas, the same papers being 
set as for the Senior with additional questions for 

those desirous of taking the diploma. Candidates are ~ 
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required to answer both the ordinary and additional 
questions, and obtain a higher percentage of marks for 
a ‘‘ Pass ”’ or for ‘‘ Distinction ” than is expected for the 
Senior Certificate. A copy of the Syllabuses, issued in 
October, may be had from the Secretary, 1 Oxford 
Court, Cannon Street, London, H.C.4, free of charge. 
Fully-worked Keys to L.C.¢. Junior and Senior Exam. 
Papers may be had from Mr. Arthur Fieldhouse, 
66 West Parade, Huddersfield, for cash only at 1/1 each, 
per year, post free. 


i. 


262. The exams. held by the National Union of 
Teachers in March or April, cover the usual three 
stages, the entrance fee being 1/6 for the Elementary 
stage, and 2/- for the Intermediate and Advanced 
stages. The Syllabus, may be obtained from the 
Secretary, Hamilion House, Mabledon Place, Huston 
Road, London, W.C.1. 


263. The Lancashire & Cheshire Union of Institutes 
also holds examinations every March in all the three 
Stages, every item in the Syllabus being covered by this _ 
book. The entrance fee is 10d. in respect of students 
of the affiliated institutes: for external students 2/6. 
A Syllabus may be obtained (post free 11d.) from the 
Secretary, 33 Blackfriars Street, Manchester. The 
results are generally announced about the end of 
June. The marks on the Examination Papers are 
apportioned as follows : Junior; theory 15, practical 
ajes. 85. Senior: theory 26, practical a/cs. 75. 


264. The Union of Educational Institutions holds 
an examination in the Elementary and Intermediate 
Stages, in March or April each year, the fee being 1/- 
for internal and 1/6 for external candidates, payable the 
last week in February. First-class certificates are 
awarded to those securing 75% of marks, and a second- 
class for 50 marks and upwards. A Syllabus may be 
obtained from the Secretary, Mr. W. J. Harris, Arden 
Road, Dorridge, Birmingham (post free 4d.). 


265. Success at the Examination depends upon know- 
ledge, accuracy, dexterity, and style. Reliable know- 
ledge is only to be acquired by methodical and painstak- 
ing work, which alone can result in obtaining a real 
grasp of the principles and practice of accounts. The 
work done at a class which meets but once a week is 
insufficient to ensure a trustworthy acquaintance with 
the subject unless it is supplemented by considerable 
homework. Between the class meetings, in addition to 
preparing exercises, carefully study those portions of 
the textbook under review, and, upon matters not 
thoroughly “understood, write out questions for the 
teacher to answer at the following class. Practice 
answering questions in writing, as this cultivates pre- 
cision, and impresses the mind more thoroughly than 
mere verbal answers 


_ 266. Accuracy is only attainable by undivided atten-’ 

tion, by concentration of mind upon the particular work 
in hand. Inaccuracies often arise through general 
. slovenliness, bad figuring, and the desire to work too 
rapidly, the result being a waste of both time and 
energy. Many failures are attributable to arithmetical 
errors alone. While it is possible for the most precise 
book-keeper to make a mistake it is a well-known fact 
that those who are in the habit of committing errors are 
those who allow their minds to wander and their atten- 
tion to be diverted to matters which do not concern the 
duty of the moment. Concentration and carefulness 
must be cultivated when dealing with figures and 
problems in accounts if accuracy is to be secured. — 


267. Dexterity in the manipulation of exercises and 
examination papers can only be achieved by methodical 
and persistent practice. Fitful work is of little avail x 
excellent methods at least double one’s capacity for 
dispatching work. Mere reading of the textbook is 
useless of itself in the solution of practical problems. It 
is possible to have a profound knowledge of the mechan- 
ism of a typewriter, and yet, by reason of not having 
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opefated the machine, be quite unable to type even a 
short letter. Book-keeping is not only a science— 
systematised knowledge, it is also an art—skill in using 
knowledge ; and skill in accounts may only be acquired 
by methodical and assiduous practice. No student 
should enter himself for an examination unless he has 
worked numerous exercises in general Book-keeping, 
familarising himself with recording all kinds of trans- 

actions, plus at least 5 (preferably 25) examination 
papers set by the particular examining body whose 
examirtation he is taking. This practice will enable the 
student to gauge the. time necessary to devote to each 
part of the test paper when in the examination room. 


268. Style is the topstone of excellence, the hall- 
mark of the superior worker. Although the foundation 
may be well and truly laid it must not be forgotten that 
it is the elegant superstructure which reveals the master 
mind ; the delicate hand of the artist, who considers no 
detail too trivial to receive his concentrated attention. 
Without the inspiration of excellence there can be no 
real satisfaction and success. The desire to dispose of 
a great number of exercises must not be allowed to 
interfere with stylish work ; quality always being more 


~ important than quantity. No subject lends itself more 


to the exercise of style, arrangement, display, and neat- 
ness, than Book-keeping. The various methods of 
setting out transactions in the books, as well as in the 
preparation of Trading and Profit & Loss A/cs. and 
B/S. should be carefully studied. A copy of one of the , 
fully-worked keys to the Royal Society of Arts and 
other exam. papers, by Mr. Arthur Fieldhouse, is a 
useful guide as to setting and style. 


269. Never proceed to an examination without first 
having seen at least one previous paper and mastered 
the Instructions to Candidates. Non-compliance with 
instructions has caused hundreds to fail who might 
otherwise have succeeded. Immediately on receipt of 
the examination paper carefully read through the 
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“Instructions” to see whether there has been any 


alteration from those of previous years. At most exam- 
inations specially ruled paper and blotting paper are 
supplied to each candidate, and the time allowed for the 
working of the paper is usually three hours. Do not 
read through the whole of the paper at the beginning, as 
this is liable to lead to mental confusion, and sometimes 
to dismay. Avoid reading any optional questions, and 
at once commence answering one which is compulsory. 
Let your answers be clear, concise, and set out in style, 
following the order of the questions. Most papers con- 
sist of questions and exercises, the latter being always 
compulsory. Read through each exercise or question 
before commencing its solution, and if necessary read it 
several times in order to grasp thoroughly its precise 
meaning. Always work the easier exercise first, and 
thus make sure of a “pass.” In the Royal Society of 
Arts, Stage IT., exercise 2 should be disposed of at 
once, as its successful working affords some degree of 
confidence in the remainder of the work. 


270. Most examiners now require practical exposi- 
tions in preference to the antiquated method of journal- 
ising every transaction. The Journal should only be 
used for recording transactions outside the scope of the 
other subsidiary books. In Stage IT. of the Society of 
Arts, Exercise 1 should always be worked so as to dis- 
play a knowledge of modern business methods, and the 
greatest practical skill in the setting out of the various 
transactions in their proper subsidiary books. When- 
ever possible the columnar or tabular system of Book- 
keeping should be employed, even where there is only 
one item for each column. ‘The exercise must be 


worked as though the candidate were actually engaged 


entering up the various books at the office desk ; separ- 
ate accounts being kept for steck, purchases, sales, 
returns inwards, returns outwards, carriage, wages, 
salaries, discount, interest, insurance, rates and taxes, 


._ Stationery, partners’ drawings, &c,, no Goods or P. & 


Li. A/e. being opened, Trial Balances should be com- 
posed of balances in preference to totals. : 
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271. In preparing Trading and Profit & Loss A/cs., 
care must be taken to distinguish between the items 
which should appear in each ; while the classification or 
grouping of the items, both in the accounts and in the 


B/S. must receive attention. A mere list of Profit and 


Loss items and Assets and-Liabilities is not sufficient ; 
they should be displayed and grouped in a businesslike 
manner, and for this purpose the sheets sold by the 
author (P.O. Box A. 27, Huddersfield) of this textbook, 
at 1/1 per set, will be found very helpful. Remember 
that a P. & L. A/c. is compiled for a given period ; while 
a B/S. is a schedule of balances on a certain date. 
Study pages 272 to 282. When the exercise is in the 
form of a T.B. first of all check the casting and when 
not in such form prepare a T.B., as it facilitates the 
work. Should a doubtful point arise deal with it in 
some way, and address an explanatory feotnete to the 
examiner. Intelligence is always appreciated. 


272. While one is familiar with the ordinary Trial 
Balance, followed or preceded by the usual adjustment 
items and stock, the candidate must nevertheless be on 
the alert against unusual methods of stating facts. 
Sometimes the Final Steck is given as a Dr. Balance, 
having first been deducted from the Purchases, which 
are stated net; for instance, the Purchases may have 
totalled to £5000, and the Final Stock may be £600. In 
the Trial Balance these facts may be stated as Pur- 
chases £4400, Stock £600, the result being that in 
preparing the Trading A/c. care must be taken to add 
the value of the Final Stock to the Purchases. 


Under Credit Balances in the T.B. there may be 
Trading A/c. £2160, thereby indicating that the Trading 
A/e. has been completed, showing on the Dr. side, 
opening Stock and Purchases (less returns), and on the 

Or. side, Sales (less returns) and Final Stock. The 
Credit balance of the Trading A/c. would, of course, 
require crediting to the P. & L. A/c., but the final Stock 
already having been credited, must only appear in the 


B/S. 


Dr. Trading A/c. ‘Cr. 


ot If 5000 Dest By Sal 6000 
Jan. 1| To Stock b/f. ....... ees VaNISIGS WG oles cds igetakentee 
Tee.31| ,; Purchases .<..... BOO peg ease LOOK. c/a. nora 3160 


» 93| », BALANCE carried 


to P. & L. A/c. | 2160 


£| 9160 


273. Occasionally, the Bad Debts are stated among 
the adjustment entries, instead of being included in the 
T.B., and when this is the case it is clear that the 
amount of the Bad Debts has not been credited to the 
Sundry Debtors, consequently the Bad Debts not only 
require debiting to the P. & L. A/c., but must also be 
deducted from the total of Sundry Debtors. s 


274. Be at your place in the examination reom at 
least ten minutes before the time, so as to hear the regu- 
lations read, and fill up the necessary form containing 
name, age, institution, &e. To rush into the room on 
the stroke of time interferes with that self-possession 
and calmness which is so necessary to success. Red ink 
should be used for ruling off totals, when time permits, 
but certainly not until the exercises have been com- 
pleted. Should you have a few minutes to spare spend 
it in revising your work, as a medal or prize may depend 
upon some little improvement effected in that way. 


275. Criticism of examination papers and of the 
peculiarities of examiners should be addressed to the 
examiners concerned, if at all, and not to the author of 
this work, who cannot reply to communications relative 
to the composition of papers over which he has no 
control. 


Exercise 58. (Royal Society of Arts, 1898.) 


A. Give a list of the books required for keeping the accounts 
of a Merchant’s business and briefly describe the use of one of 
them. 


B. Explain what is meant by :—Personal A/e., Impersonal 
A/c., Reconciliation Statement, Suspense A/c. : 
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C. Messrs. Black & White are partners upon the following: 


- terms :—(1) To receive 5% int. upon their respective Partnership 


Cap., with yearly rests. (2) To receive as partnership salaries : 
Black, £50 per month ; White, £20 per month ; and to withdraw 
no further sums pending ascertainmont of profits. (3) Depreci- 
ation at 10% to be written off Plant and Machinery as standing 
in the books at the end of the year. (4) Provision at 5% (for — 
doubtful debts) to be reserved upon all Book Debts, excepting 
B/R. (5) The net Profit or Loss to be shared thus :—Black, two- 
thirds; White, one-third. On 30th Nov., 1897, the following 
was the Trial Balance :— 


Dr. Balances— Dr. Balances continued— 4 
Black’s Salary A/c. ....... £550 Office Expenses ........... £108 
White’s Salary A/c. ....... 220 DISGOWM bing evn iesotareranerera'a.chaeays 214 
Purchases... piss ces oe 254€2 Stock (1st Jan., 1897) ...... 3842 
“Investments(Consols at Cost) 123C Rent (11 months) ......... 660 
SMES Coie, elec sein > so 3841 
John Jones & Son ...... 3426 | Gr. Balances— a 
Jas. Smith & Co. ......... 7139 Alb. Black (Cap. A/c. a8 on 
William Owen ..... Sista tere 3636 TRG Jans, L897) neers 4200 
Legal Hxpenses..........- 14 | Benj. White, ditto......... 1500 
catia a wsrecavleye sie aperercre'ss 10 Dividends on, Consolsrecd... 30 
TST 9 Se direde ee saaoetoree 1205 Pills Payable... 25500. ». 3815 
Freehold Property ........ 20641 SP Gis dagcortumat ones eono 48561 
Machinery & Plant ....... 5440 Roberts Bros. .........-50- 8243 
Bills Receivable .......... 502 Robinson & Co.-....5....06% 5768 
Managers’ & Clerks’ Salaries 945 J. Green & Son ........... 6968 


Open the A/cs. necessary to record the above particulars in the 
books and post the undermentioned transactions. (Key next page.) 


Dee. 2. Purchased from. Roberts Bros , on credit ...... £7841 _ 
3» 8 Paid Rates .....---. 22ers eee r ccc eereseces 141 
», 9. Pd. Robinson & Co. (after deducting dis. £12).. 240 
»» 10. Paid Bill No. 48 «2... see e eee e rere ee eees 100 
, ll. RBecd. from J. Smith & Co. (less dis. £42) ....+. 948 

Sold W. Owen (on credit) ........+-- Bein eeese 1000 


,, 15. Purchased from J. Green & Sons (on credit).... 3421 
», 16. Bought gas engine from London Gas Engine Co. * 


(on credit) ...... cee cece neers e eres eees 350 
» 17. Paid Wages, £442, (Dec. 21) Paid taxes ....... 21 
,, 24. Paid premiums on fire policy for year ending 

25th December, 1898 (182)......-. Ree OOD 105 
,», 30. Received for sale of GONMSOlS seta epeienteomenate ls Gu 1200 
»» Bl. Paid official salaries ......-+2-+ eet e eee eeee 360 

Paid office expenses £20, Paid wages .......- 440 

Sold James Smith & Co., (on credit) ........ 1049 


All the above payments were made by cheque, and all amounts 
received were paid into the bank upon receipt. The stock on 
31st Dec., 1897, was worth £3400. The outstanding rent owing 
to Benjamin & Lewis for Dec. (£69), and the partners’ drawings 
for the same month (under clause 2), must be provided for. After 
making adjustments provided for under the clauses of the part- 
nership deed set out above, bal. books and prepare T.B. Make 
closing entries raising a Trading and P. & L. A/e. Divide Net 
profits between partners (under clause 5), and prepare B/S. 


: Bo hie ihe, : ihe nee 
Trading A/e. 
For Year ended 31st December, 1897. Cr. 
£- £ 
tock, 1st January, 1897.. 8842 | By Sales.2......-.c..:. .-.- 50610 
ae Prrrhases Pave aes ¥ nae Gao 36724 » Stock, 31st December ..... 3400 
Soe WY BOS cayece ys anratelerstco rae 4723 
*H Grove Braye Geen eer ra . 8721 
£54010 £54010 
Profit & Loss A/e. a 
Dr. For Year ended 3lst December, 1897. Cr. 
~ £ ~ 
TOpReNG wes ccce wale Sah Sea 720 | By Gross Profit from Trading 
a Rates & Taxesi.. ooo. nase 162 A/ 8721 
»» Office Expenses .......... 128 | 12 
» insurance....... ze 2 ~ 
5; Legal Expenses. . 14 
3, Discount allowed . 256 
BO MAMATIOS Ses eine ate 13805 
»» Partners’ Salaries .... . 840 
59 Depreciation .ssccsse en oe 579 
» Reserve for Doubtiul Debts 763 
», [Interest on Capital........ 285 
» Balance cid, ..s.....00e: 8679 
£8733 £8733 
To Loss on Consols ....... --. 80] By Balance b/d....... veeee 3679 
» Net Profit for year :-— $a DIVIGENG:-otepeistsiemtatee es : 30 
- Black, rds. £2452 13 4 : 
B. White, $rd. 1226 6 8 : : 
—————._ 3679 a 
£3709 £3709 
Balance Sheet of Black: & White, o. on 3lst December, 1897. 
Liabilities. = — £ Assets. £ = 
SUNDRY CREDITORS :— Cash in hand ........ 10 
On Bills Payable .......... 3715 | Cash in Bank ....... - 1484 — = 
On Open Accounts :— : 1494 
Roberts Bros. ..... £16084 Sundry Debtors :— 
Robinson & Co. ... 5516 On Bills Receivable es 6085 
J. Green & Son ... 10389 On Opes A/cs. :— 
London Gas Eng.Co. 350 J. Jones & Son . ~.. 9426 
Benjamin & Lewis 60 J. Smith & Co. ..... 7198 
32399 Wm. Owen ,....... 4636 
A. Black, Salary A/c. 50 
8 White, Salary A/je. — 20 : : 15260 
— = 70 Less Reserve for 
CAPITAL :-— : Dorbtful Debts (05am 
A. Black, istDec. £42090 - - : 14497 
Add Int. on Cap. 210 - Stock, . 022. Forevel svoustsVeinde 3400 
Add 3rds of Profits 2452 13 4 Machinery & Plant - 5790 
—_—_——_——. Less Depreciation -. 579 
6862 13 4 5211 
—————_ / 9664 } Freehold Property .. 20641 
B. White, 1st Dee. sone - = Fire Insurance prepaid - 103 
Add Int. on Cap. -- 
Add $rd of Profits 1238 6 8 
2801 6 8 


£45848 £45848 
ee ee OSES 


Pie irttactes ‘Li ks aad g Wi ie 1 tb hy LI ee Cee 


Exercise 54. (Royal Society of Arts, 1899.) 


.1. What position does the cash-book take in a set of mer- 
chant’s books based upon “ double entry ?”” Of what use can it 
be made in addition to the simple recording of cash received and 
cash paid, and to what book or books should the items in a cash- 
book be posted ? Q.2. What is the difference between a “ Bill 

“Receivable ” and a “ Bill Payable?” Is there any difference in 
form; if so, what? By whom is a B/P. to be paid, the drawer 


- or the acceptor ? 


Ex. 1. Record the following transactions in Peter Brown’s 
books, and extract a T.B. of balances as on Feb. 12, 1899 :— 
Jan. 1. Peter Brown opened a Bank a/c. by paying in cash 

£5000, and on the same day purchased from the Liqui- 

: _ dator of the Blast Furnace Co., Ltd., (in liquidation) 

er the Freehold land and buildings (£2000), Plant and 

Machine ry (£1500) and Loose Tools and Stock (£1000) 

of the Company—together £4500, which he pd. by 
cheque upon the above a/c. : 

» 2. Bought from Richd. Jones, 500 tons of Northampton- 

shire Iron Ore @ 8/- a ton delivered. Terms :—one 
: month’s credit and 24% dis. for cash. 

Sime Bought from R. Jones, 300 tons of South Yorkshire 
Coke @ 10/- per ton at the pit mouth. Terms :—net, 
4 mos. Bill, which Brown accepted. Carriage £5. 

Paid Wages, £25. F 

Sold Robert Black 100 tons of No. 3 Foundry Iron @ 
45/- a ton at the works, and 24 tons of No. 1 @ 50/- a 
ton, to be paid for on the 10th of the following month, 
with a cash discount of 14%. Carr. paid on £10. 

» 4. Drew a cheque for cash purposes for £25. 

, 6. Sold R. Black 52 tons 10 ewts. No. 4 Forge Pig Iron @ 
40/- per ton at the works, and 10 tons of Silvery Iron 
at 30/- a ton. Terms Cash, 10th of the following 
month with 24% dis. Carr. paid on £10. 

, 6. Reed. from R. Black 20 tons of No. 3 Foundry Iron, 

sold on the 4th inst., not being equal to sample. 
Carr. £1. 


,, 10. Paid Wages, £100. 
_,, 31. Paid Sundry Office Exs., caSh £10. Paid Salaries £25. 
Feb. 1.~ Paid Carriage A/c. £19. Feb. 2. Paid R. Jones, £195. 

» 10. Reed. from R. Black £246, end on February 12 E27. 

;, 12. Drew for private purposes £45. (Total Balances, £5585.) 

All payments (unless otherwise stated) made by cheque and all 
moneys reed. paid into bank. ‘‘ Wages,” “Salaries,” and 
“Office Exs.” are to be posted to the same a/c., viz., ‘‘ Trade 
Charges.” 

Ex. 2. Prepare Trading, P/L. A/cs., and B/S. from the 
following T.B. of Geo. Green and Jas. Gold’s books taken 31st 
Dec., 1898. Profits are divided equally. The stock in hand on 


bicesitg 


—* 31st Dee , 1898, was £3000. You have to provide for 10% depre- 
ciation upon the plant, and reserve 5% provision upon the out- 
standing A/cs. for Doubtful Debts. Credit partners with 5% 
int. upon cap. 


Dr. Bailances— 5 Dr. Balances continued— 

Green’s Withdrawals PUPVAREN lnare sistance slowterese rye £3240 
(including interest)..... £525 SRIATICS te. ataierwcets p ecreconavatate 864 

Gold’s do. a sia AOD ORI COMES eevee ole nretaletets 223 

Purchases: op sees eee UCDAITS 0s, Sew ciame ets pies eon ae 310 

Investments .... preteie PISCOMDUSS c\elessinl eleva eharerelsts 8244 2 

Wages A/c. ..... 

Sundry Debtors . . Balances— 

Ment Ade. o0.. . ete Sundry Creditors ......... 2300 

Law Charges- 2... 6..cees Green’s Cap. Ist Jan. ..... 9240 

Cas ret sie-ccotesas eekterete eral Gold’s Cap. Ist Jan. ...... 8160 

Banks yeaa. tk Sec oP eee Dividends Afe. .....sedse 22 

Freehold Property Bales 6 5255...5 Evalein siesetacstote 23820 


Answer.—Giross Profit £7764; Net Profit £3365 ; Bal. of Green’s 
Cap., £10,859 10 -, Gold’s Cap. £9785 10 -, Total B/S. £22,945. 


Exercise 55. (Royal Society of Arts, 1900.) * 
Q. 1.._Explain the terms “‘ Balance down,” “ Trial Balance ” 

and “ Balance Sheet.’ What is the chief difference between the ~ 
last two? Do the words “ Balance down,” closing the debit 
side of an a/c. mean that the a/c. is in dehit or in credit ? 

Q. 2. What books should you recommend a shopkeeper, doinga 

cash business only, to keep ? What difference would it make in 

your recommendation should he decide to sell upon eredit ? 

Ex. 4. John Smith commenced business as a Colonial mer- 
chant on Ist Jan., 1900. Pass the necessary entries through the 
proper books to the ledger and extract a T.B. Unless otherwise 
stated, all moneys received and paid were passed through the 
bank. ’ 

Jan. 1, Opened an account with bankers by paying in £2000. 
Purchased office furniture and stationery for £110. 
Purchased from Paul & Co., commission agents, 2 gross 

boxes of pens @ 10/- per doz boxes net ; 3 cases of 100 
each, cycle lamps @ £12 per doz. (trade dis. 25%) ; 
and 12 gross electro-plated table spoons @ 60/- per 
doz. (less trade dis. 50%). 

Gave Paul & Co. a 3 mos. bill for the amount of the 
inv. 3 

Consigned the whole purchase to his agent in Canada, 
paying shipping chgs. £8 2 6, and marine insce. 
£3 5 6. 


2 
as 


Drew cheq. for petty cash, £10, and opened P.C.B. 

Made the following cash sales of goods recd. on con- 
signment from Black & Co., of Ceylon, viz. :—20 
chests of Tea @ £4 15 6 a chest ; 30 packages of coffee 
@ 60/- a package ; and 10 bags of Cocoa @ 30/- a bag. 
Reed. and banked the cash. Deducting 1% comm., 
sent Black & Co., cheq. for bal. 

», 8. Drew cheq. for private purposes, £50. 

.» 12. Paid sundry trade exs., £4 8 8 from P.C, 


2° 


our 


2? 


Jan. 16. Paid other Trade Charges £25, 

» 20. Bought for cash at auction a stock of cycles for £200: 
» 22. Sold Paul & Co. 10 cycles at £6 ea., with 1 mo.’s credit. 
» 23. Sold Paul & Co., 12 cycles @ £6 ea., with 5% cash dis. 

* . Reed. net cash. : 

» 29. Reed. cash (by cable) from his Canadian agt. £490, 
being proceeds of the sales of the cycle lamps and 
spoons, consigned on 2nd inst. (pens unsold), less £10 
his comm, 

» 31. Paid from P.C., month’s salaries (trade chargés) £4. 

(Total Balances, £3065 12 —.) : 


Ex. 2. Joseph Jones & Bruce Brown are partners in a manu- 
facturing business. They share profits and losses equally, and 
have agreed that 5% int. shall be credited upon their respective 
cap. from profits prior to division thereof. Plant a/c. is to be 


depreciated by 10% per annum and a provision of 5% created 


for bad and doubtful debts. On 31st Dec., 1899, stock was 
valued (at cost) £4000. Make the necessary closing entries, and 
raise Trading, P/L. a/es. and B/S., the partner’s cap. a/cs. 
being shown in detail in the B/S. 


Dr. Balances— Dr. Balances continued— 
ce verriviewy Sie pierevelers sais » £3800 Jones’ Drawings 

PITCNASOS —0 6 pin 5 01a sin wiei20)0's 12850 (including int.) ......... £832 
Sundry Debtors .......... 14840 Brown’s Aa EOS 500 
Trade Expenses .......... 475 othe oN ot inn LAO ROCOIIS 945 
Office Expenses .......... 95 CaSteiorc5 si chrepeare waleietel nial 10 
IEA DSc ces visce e wisitis osejus 1050 : \ 

Be, PMSGOUMES s o'5.g6s stsieciere a o's 6 120 | Cr. Balances— a 
WAIAYIGHD «tier srerard ccs asim «lors 473 Jones’ Cap. A/c. ist Jan... 8000 
Rents, Rates and Taxes... 382 Brown’s Cap. do. =...) 2000 

PLO Sa. ae eee eI 5250 Res. for Doubtful Debts .. 450 

MUBD RIP R ter cerancinss ca sie's as 98 Sundry Creditors ......... 10950 
NV OMe er a, cotcisvshsie sc slere «© 2480 Balesiegis ccrce steve saccieciee 22800 


Answer.—Gross Profit £7670, Net Profit £5130, Bal. of Jones’ 
Cap. £10133, Brown’s Cap. £4165, Total of B/S. £25248. 
Exercise 56. (Royal Society of Arts, 1901. 


Q. 1. Explain the terms “ Royalty,” ‘‘ Dormant Partner,” 
“Tien,” ‘‘Set off,’ and ‘‘€rossed Cheque.” Q. 2. Rule a” 


_ page of the Petty Cash Book suitable for a Firm whose business 


is divided into three Departments. Wages, Carriage, Postages, 
and Sundry Petty Expenses are all paid by them out of P.C. 


Ex. 1. Thomas Flint bought, on Ist Jan., 1901, from the 


trustees of Samuel Crystal, a bankrupt, his business as haber- 


dasher and sillk mercer, paying him immediately £400 for the 
stock, and £50 16 6 for furniture and fixtures (taken at a valua- 
tion) and nothing for goodwill, while the trustee kept and 
eollected the book debts. Flint brought into the concern, as 
working capital, £549 3 6. He opened the usual set of books, 
using his Cash Book for recording all receipts and payments 
which were, through his Bankers; while he kept a Petty.Cash 


‘Book recording the payments of wages and sundry exs. connected 


with the carrying on of his business, Pass the above and the 


310 


following transactions through the proper books to the Ledger, 
and extract a T.B. as on 3lst Jan. 
Jan. 1. Drew and cashed Cheque for Petty Cash £10. 
3. Bought of Abel Smith 455 yds. velvet @ 9s. 6d. a yd., 
and 996 yds. black silk @ 5s. 3d. a yd. Accepted j 
Smith’s Bill at 6 mos. for the amt. of the Invoice plus 
int. @ 5% per ann. for the accommodation. 7 
Bought 6 seats for his girl assistants @ 10s. each, and = 
a new counter costing £27, and paid for same net. 

, 6. Bought of Adam Jones 9 pieces, of 64 yds. each, Irish 
Linen @ 2s. 2d. a yd.; 24% cash dis. being allowed 
for payment within 14 days. 

5» 7. Paid his Accountant £24 3s. 6d. for examining the i 
books of 8S. Crystal, and negotiating purchase with 
Trustee. ; - 

, 8. Recd. from his principal assistant, Obsequious Mute, 
£50, as a loan at_5% per ann. int., plus 74% of the 
profits. 

,, 10. Sold Mrs. White 16 yds. velvet @ 12s. 6d. per yd.; 33 
yds. Irish Linen @ 2s. 6d. a yard; 2 Victoria felt 
underskirts @ 10s. 6d. each; 12 yds. black silk @ 
6s. 6d. ayd.; and 6 yds. purple silk @ 9d. a yd. - The 

= total purchase was to be paid for not later than 6th 
Feb. ; 5% per ann. being charged on overdue a/cs., 
while 14% dis. was to be allowed if paid within 7 days.’ 

» ll. Pd. his lawyer for exs. connected with purchase of the 
business £10 6s. 8d. 3 

» 12. Pd. from Petty Cash, postage on circulars £3, and 
sundry shop exs. £2 12s. 6d. 

» 13. Reed. from Mrs. White payment of goods inv’ced 10th. 

», 16. Pd. Adam Jones as per invoice of the 6th inst. 

», 22. Sold Mrs. White (for a friend) a repeat order of the 
10th inst., but for half the quantity of each item, and 
upon the same terms. 

», 22. Sold-Mrs. White (for another friend) a repeat order as 
to qualities and prices of the 10th, but the goods being 
soiled or imperfect, a trade dis. of 15% was allowed. 

», 31. Drew and cashed cheque for wages for the month £20 
3s. 9d. Drew cheque £20 (as against profits) for 
private purposes. Reed. for the month (as per Till 
book) £103 12s. 6d., being Cash Sales. (Total 
Balances, £1690 Os. lid.) 

Ex. 2. Rd. Red. and Wm. White entered into partnership on 
Ist Jan., 1900. It was agreed that int. on Partnership Cap. at 
5% per ann. should be a charge upon profits prior to division ; 
that Plant should be depreciated by 10% per ann., and a pro- 
vision of 5% made from Sundry Debtors as against Doubtful 
Debts. Profits or Losses were to be shared thus: R. Red. % and 
W. White 4. Value of stoek £5200. Prepare Trading A/c., 
P/L. A/e., and B/S., apportioning the profits and showing the 
Partners’ Cap. A/cs. in detail in the B/S. on 31st Dec., 1900. 


” 


” 


Dr. Balances— _| Dr. Balances continued— 

- Repairs ..... Me rwiaiteuc £104 WARES) Reccinsnatan sone sen 
Purchases Baie cae Me hice 6920 Interest on Loan ......... 
White’s Drawings A/c. .... 500 Cshinten races use nace : 
Red’s ‘do. E artagen (S00 Bank Giiirsccaeaine se traces 
Dawe Oost sc nscsccce esac 27 Rent, Rates & Taxes 
AMGIS. PGO8:. «ne veistasissies 25 MTA Gerson ers canes arena a 
BSUEMERS seh acareiat ernie whe ol ors eK ore 3800 Sundry Debtors .......... 
MMIBUITANCO'S cos cache cee ce 32 | Cr. Balances— 

Bad Debts 2. v5. eas esess 78 Red’s Cap., January 1 
SSUAelGS > yx choaions e'e sides ows 500 White’s Cap., Do. : 
Office Expenses .......... 30 Sundry Creditors ......... 
Commission .. ve 41 REA: GaSe REorh Sarre = 
Carriage ..... as ISCORN Gis sees ce lass ae 
GOOG WE So ec « 5 wrere aww eis esa Liste a Shcbcoae gRugsues 


Answer.—Gross Profit £7219; Net Profit £4678; Balance of 
Cap.: R. Red £7568 13 4, W. White £2319 6 8, Total B/S. 
£20452. : : 

5 ' “Exercise 57. (Royal Society of Arts, 1902.) 

~ Q@. 1. What is meant by a ‘“ Reconciliation Statement” ? 
Give an example, showing your meaning fully. Q. 2. What is 
the nature and use of the “ Journal,” and in what way has the 
former use of it in a merchant’s office been superseded by 


_ modern practice ? 


Ex. 1) Wm. Smith, Cigar Merchant, on Jan. 1, 1902, had the 
following assets :—Cash at Bank £179 13 4, Jas. Jones £24 16, 
Ben Brown £57 8 10 (both debtors for goods) and Stock £240. 
Liability :—Robert Robinson (creditor for goods) £101 18 2, Jas. 
Jones had been adjudicated a bankrupt, and his debt was 
estimated to realise 10s. in the £.. Open a/cs. in Smith’s 
Ledger showing ‘his position as on Jan. 1, pass transactions 
through the necessary books to the Ledger; take out T.B, as on 
31st Jan. All-receipts and payments through the Bank. 

Jan. 1. Received B. Brown’s cheque in settlement of his a/c. 
5 2 Bought from Robert Robinson 5000 cigars at 22s. 6d. a 
100, less 5% for cash in 7 days. 
4, Sold R. Robinson 3500 cigars at 21s.a 100 net. Gave 
him cheque in settlement of his a/c. 
5. Received from James Jones’ Trustee in Bankruptcy a 
first and final dividend of 5s. in the £.- 
,, 10, Sold B. Brown 3000 cigars at 18s. 6d.a 100. Terms :— 
Cash, less 24% in 7 days. 

», 13. Reed. Loan of £200 from Arthur Lender, and gave him 

in exchange a P/N at 6 mos. for £205. 

, 14. B. Brown returned 1000 cigars sold him on the 10th 

inst., as they were not in good condition. 

5, 16. Reed. from B. Brown, a cheq. in settlement of his a/c. 
~, 20. Paid a/c. for office stationery, £10 3s. 6d. 

» 25. Drew cheque for private purposes £20. 

» 31. Paid office salaries £25. (Total Balances, £672 6 3.) 

Ex. 2. Baden Brown and Jonas Jones are in partnership under 
the style of ‘‘ Brown, Jones & Co.” They represent several Berlin 
manufacturers and sell their goods on commission. All sales are 


7 a . 


39 


made from samples and they keep no stock. Prior to division of 
“profits which are shared equally, the following adjustments have 
to be made :—(a) Each partner is entitled to 5% per ann. int. 
upon his cap. (b) Depreciation at 10% per ann. has to be 
| written off the Furniture & Fittings A/e. (c) An instalment of 
£100 per ann. has to be written off the Premium on Lease A/c. | 
(d) Provision at the rate of 5% has to be reserved for doubtful - 
debts. re. 
Prepare Trading A/c., P/L. A/c. and B/S. on 31st Dec., 1901. 


_ Dr. Balances— Dr. Balanees continued— 

2 Palaries vreiiaees ccweiee sis £880 BANKS, vaio cle atte wei aenaieee £1854 
Packer’s Wages .......... 438 Gashzcscon cate Hopoaceoar ra 16 
Rent, Rates and Taxes ... 628 Brown’s Drawings ........ 1250 
Commission allowed....... 371 Jones’ Drawings ....... ». 850 
THIS COUNTS ster. ererere iste e doce ore 16 Premium on Lease ....... 800 
ta UG JX Si eerie crelertarcmiste 308 |- Furniture and Fittings .... 550 
Travelling EXs. ....2...0. 317 
Law Charges ...........; 29 | Cr. Balances— 5 
Bad Debtsics se sissies sclera 184 Brown’s Cap., Ist Jan. .... 1500 
Sundry Debtors .......... 700 Jones’ Cap., Ist Jan. ..... 500 

SANSUTANCOS. ss.5 Gees calor. 19 Commission earned........ 6842 
OM Cer HWXSS S55 Grases-s arco chat 6 Sundry Creditors ...... Apes By 


4 
Answer.—Net Profit, £3298; Bal. of Cap., Brown, £1974;- 
Jones, £1324; Total of B/S., £3730. 


Exercise 58. (Royal Society of Arts, 1903.) g 

Q. 1. Explain these terms in connection with cheques 
“endorsed,” ‘‘dishonoured,”’ ‘“‘not negotiable,’ ‘“‘refer to 
drawer,” ‘‘ forged.” : ; 

Q. 2. Sketch rulings for a “ Purchases Book,” suitable for a 
wholesale provision merchant, and explain its advantages. 

Ex. 1. John Barleycorn purchased the Holly Tree Inn free 
hold premises, together with furniture, fittings, wines and 
spirits, provisions, &c., therein, and commenced business on 
Dec. 1, 1902, as Hotel Proprietor. His capital consisted of £8000 
at the Town Bank, Ltd. Pass transactions through proper 
books to Ledger ; balance ; bring down balances and make T.B. 
All receipts and payments through the Bank, except where 
stated otherwise. 

Dec. 1. Executed conveyance of the freehold property, for 
which he paid £4000. ae 
R Drew and cashed cheque (for petty cash) £50. 
» 3 Paid £950 for furniture and fittings, £600 for stock of 
wines and spirits, and £80 for stock of provisions as 
per agreed valuation. 

, 4. Bought provisions from James Bacon (on credit) for 

£121 5s. : 

: 5. Bought groceries for £3 9s. 6d. (petty cash) 

» 8. Bot. cigars from John Wilkinson (on credit) for £48 10s. 

Paid servants’ wages £10 10s. 6d. (petty cash). 

» 10. Banked £29 Is. 6d. received from visitors, and £38 ls. 

9d. Bar and Billiard Room Receipts. 

», 15. Paid servants’ wages, £10 10s. 6d. (petty cash). 

» 17. Sent J. Bacon cheque in settlement of a/e., less 5% dis. 

allowed. Banked £41 8s. 4d. reed. from visitors, and 
£49 10s. from Bar and Billiard Room. 


> 
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SP ee ey 


Ott! Ree ee ey 


a 


y 


Dee. 18. Paid Poor Rate £12 85. oie 

» 19. Changed a visitor’s £10 cheq. and pd. same into Bank. 

» 22. . Bot. on credit two carpets of Turkey & Co. for £24. 

Paid servants’ wages £10 10s. 6d. (petty cash). | 
»» 23. Gave J. Wilkinson cheque in settlement, less 10% dis. 
Drew and cashed cheque (for petty cash) £25. 
Withdrew £25 from Bank for private purposes. 
_ Distributed £10 (petty cash) as Christmas Boxes. 

» 24. Banked £63 2s. 8d’ rec. from visitors, and £65 2s: 6d. 

: ‘from Bar and Billiard Room. ; : 

Bought from Phiz & Co., a case of 3 doz. champagne 
at 70s. per doz. (on credit). : 
_ Sold on credit wines & cigars to Geo. Ash for £10 10s. 

» 29. Paid servants’ wages £10 10s. 6d. (petty cash). 

» 930. Reed. cheq. from G. Ash, in settlement, less 5% dis. 

» 31. Banked £45 3s. rec. from visitors, and £70 4s. 2d. 

from Bar and Billiard Room. 
Returned one carpet (£10) to Turkey & Co., not in 
order. 
Paid manager’s salary, £10. (Total Balances, £8437 
2s. 2d.) 

Ex. 2. Messrs. Seth Serge and Chas. Cheviot are in partner- 
ship as cloth manufacturers. Profits and losses are to be shared 
equally. The profits of the business, prior to division, are sub- 
ject to the following adjustments :—(1) Interest on partners’ 
capital at 5% per ann. (2) Annual depreciation on machinery 
and plant at 10%, and on fixtures and fittings at 5%. (3) 
Provision for bad and doubtful debts at 5%. (4) Provision for 
a half-year’s int. on mortgage at 5% per ann. to Dec. 31. (5) 
10% of the net profit (if any) to be carried to the Reserve Fund. 
Stock on~Dec. 31, 1902, agreed at £29,450. Prepare Trading 


_ A/e., P/L. A/e. and B/S. 


Dr. Balances— Dr. Balances continued— 
Machinery and Plant ..... £12000 Interest on Mortgage ..... £225. 
Freehold Premises .......~ 26200 Serge’s Drawings, with Int. 3535 
Fixtures and Fittings ..... 7200 Cheviot’s do. 2965 
DANE OMS ters lavasG>nie oe cnn, aogai elias 15 Sundry Debtors .......... 17020 
‘Purchases .. Cr. Balances— ( 
Cash. ne. sas Serge’s Cap., Ist Jan. ..... 20000 
Stock (1st Jan., 1902)..... 21820 Cheviot’s Cap., do. ..... 18000 « 
IAAT Om ect scouptasare <*al.esa"e,e-0ie 1100 Sundry Creditors ......... 27600 
@arringes sa..ts cscs ee tae 2132 Tid Be eich GRA PP AC EC EOE 4800 
Rates and Taxes ...,..... 502 Reserve A/C. .......+++00% 2100 
IEASUIT AIMCO 5 aie sicicieie's 0 n\els. «ie 382 Mortgage on Premises .... 9000 
Office Expenses .........- 208 Sales ........ poreetcceee 90460 
General Trade Exs. ....... 2080 Bankers .........-+-+2-- 4874 
IGE ic Peren anipe aren aae 674 Interest and Discounts .... 86 
Answer.—Gross Profit £18021 ; Net Profit £8400 ; Bal. of Cap. : 


Serge £21,245, Cheviot £19,715. Total of B/S. £90,399. 
Exercise 59. (Royal Society of Arts, 1904.) 

Q.1. John Jones owed W. Smith £50. Jones failed ; and his 
estate realised a first and final dividend/of 7/6 in the £. What 
is meant by a “first and final dividend” ? What did Smith 
receive ; and what entries would you expect to find in his books ? 


“<_ 


ie 


Q.2. The roliowing crossings appeared upon cheques received = 
by George Smith. What do they respectively mean ? Whichdo 
you prefer, or what other would you recommend, and why ? 
(& Co.); (a/c. payee); (Blank Bank, Ltd., a/c. John Smith). a 

Ex. 1. John Shaw having opened an a/c. with The Dales 
Bank, Ltd., by paying in £4200 to his credit, on 12th Oct., 1903, 
purchased (by cheque) the following day, the Duchess State 
Quarry from W. Black, the purchase price (after valuation) 
being :—Freehold Land and Quarry, £2350; Stock of Slates, = 
£300; and Machinery, Plant, Tools, &c., £350. All receipts 
through Bank, and (eacept where stated) all payments by cheque. 
Pass the above and the following transactions through the proper 
books to the Ledger ; balance the ajes. ; bring down the balances 
and extract a T.B. : 

Oct. 14. Drew and cashed cheque (for petty cash) for £20. ' 

» 16. Bought Machinery from Gray & Co. for £45. Gave — 

them his acceptance at 1 month, which was honoured. 

» 19. - Sold G. Hill 3500 slates at £7 8s. per 1000. a 

Bot. 2 ewt. drills from Sheffield Steel Co. at £20 ton. 

», 21. Paid Rates £6 10s. 4d. 

» 23. Sold Parker & Co. 1600 slates at £7 4s. 2d. per 1000. 

» 24. Drew cheq. £73 7s. 9d. for wages, and paid the same. 

Banked cash received for cartage, £4 2s. 6d. — 
» 27. Made G. Hill an allowance for 250 broken slates (in- 
voiced Oct. 19), made a claim upon the Ry. Co. for _ 
amount. E 
» 28: Ree. chq. from G. Hill in settlement of a/c. less 5% dis. 
Bot. 3 tons rails at £5 a ton from Rotherham Forge Co. 
» 29. Sold Parker & Co. 1500 slates at £7 4s. per 1000. 
», 31. Sold D. Green 4200 slates at £8 3s. 4d. per 1000. 
Drew cheque and cashed same (for Petty Cash) for 
£11 15s. 4d., the Petty Cash being kept upon the 
“ Imprest ”’ System. 2 : 
Paid Manager’s Salary for the month, £30. ; 
Drew cheq. £68 3s. 7d. for wages, and paid the same, 
Nov. 5. Recd. cheque £10 from Parker & Co. (on account). 
Bot. oil and other stores from Slippery & Co. for £4 10s. 
» 6. Paid Sharp & Co. cheque £21 for legal charges. 
- 7. Parker & Co.’s cheque for £10 returned by the bankers 
dishonoured, the bank charges being Is. 
Drew cheq. £70 8s. 4d. for wages, and paid the same. 
Banked cash received for cartage £7 14s. ae 
Bought 10 ewt. blasting powder at £5 a ton from 
Dynamite & Co., Ltd. = 

» 10. Rec. cheque from Parker & Co. for £10 (on a/c.), 

», 16. Bought timber from D. Green for £16. Bee 

» 19. Rec. cheq. from Ry. Co. for full claim made Oct. 27th. 

; 21. Drew cheque for self for private purposes £20, and 

cashed. ; 
Drew cheque £62 17s. 6d. for wages and paid same. 
(Total Balances, £4334 7s. 2d.) 


Ex. 2, Messrs. Blank, Sons & Co., Joinery Manufacturers, 
‘register themselves as a Limited Company (under the Compan- 
d ies’ Acts), on Jan. 1, 1903, with a Nominal Cap. of £60,000 
; divided into 60.000 shares of £1 each; and issue 50,000 shares, 
which are fully subseribed and paid. Adjustments (1) Deprec- 


 iation of Machinery and Plant-@ 10%; (2) Provision for Bad 
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and Doubtful Debts @ 5%; (3) £50 of Fire Insurance Premium 
to be c/f. to next year. Stock on Dec. 31, 1903, £12,826. Pre- 
pare Trading, P. & L. A/es., B/S. : 


Dr. Balances— < : Dr. Balances continued— 

Freehold Land andBuildings£12100 Purchases A/c. .........-. £24800 
Sundry Debtors .......... 26429 Carriage: Alone neck cae oe 4900 
Stock, Ist January, 1903 .. 16420 Rates and Taxes ......... 140 
Cash at Bankers ......... 3105 Directors’ Fees .,.......++ 500 
RV AGS AUC. Mn. o nse ok sin esse 14214 

Salaries A/c. ...........-- 920 | Cr. Balances — = 

Fire Insurance ..........- 126 Doubtful Debts Reserve .. 500 
Trade Expenses .......... 1340 RapitalAjes es sistent os 50000 
Bad Debts written off .... 125 Bales Ai Cosme titans tite = 62100 
Machinery and Plant ..... 20400. Sundry Creditors ......... 11000 
Cash in hand ..........-+ 90 Reserve A/¢......5.ee.ece 2000 


Answer.—Gross Profit £14592 ; Net £8630; Total B/S. £71630. 


Exercise 60. (Royal Society of Arts, Intermediate, 1905.) 
-Q.1, Hy. Johnson, Provision Merchant, holds,two B/R., one 
being for six mos. £100, accepted June 30, 1904, by Geo. Jenkins, 
and the other for five mos. £90, accepted June 18, 1904, by Alfred 
Smith. Give a sketch of a suitable B/R. Book for Hy. Johnson 
and enter the above bills therein. Alfred Smith failed to honour 
the Bills accepted by him. What entries does such default 
necessitate in Hy. Johnson’s books? Q.2, A firm of Drapers, 
whose head office is in London, has three retail branches in the 
Provinces. State what weekly returns you would expect from 
the branches, and how you would deal with such returns in the 
books of the head office. 
Ex. 1. Austin Brown, whose capital consisted of £2500 in the 
- Assets Bank, Ltd., commenced business on Feb. 1, 1904, by 
opening stores for the sale of tea and coffee ; having adapted the 
front room of his house (his own freehold) for use as a shop, by 
an outlay of £200, and expended £50 in furniture and fittings. 
Paid both items by cheque on Feb. 1. All receipts and pay- 
ments through Bank unless otherwise stated. Pass the above 
and following transactions through the proper books to the 
Ledger; balance the a/cs. as on Feb. 18; bring down the 
balances and extract a T.B. si 
Feb. Drew cheque for £10 for Petty Cash. : 

a Bought from F. Thompson & Co., 8 chests of China tea 
for £43 4s., and paid Government duty £2 12s. 6d. 
Purchased coffee-roasting machine from Machine 

Supply Co., £38 10s. ; 
Sold 1 chest tea to A. James & Co., £6, dis. 24% 1 mo. 
Purchased from G. Mager 1 cwt. coffee at 87/6 per 
cwt., and 1} cwt. do. at 92/- per cwt. 
Purchased from R. Phillips 2 ewts. of coffee at 81/3 cwt. 
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Bought for cash stationery, string, &c., £6 4s. 2d. | 

Drew cheque for £12 10s. for Rates. ; 

Paid Income Tax (Schedule A) at 1/- in the £, and 
House Duty at 9d. in the £, the annual value of house 
and shop being assessed at £120. ; 

Bought from Ceylon Tea Co. 3 chests of tea at £4 16s. 
per chest, duty paid. : 

Cash Sales for the week amounted to £7 3s. 4d. 

Ordered Advertisements in Geo. Smith’s Time-Tables 
to the amount of £7 10s. - 

Drew cheques for wages, £3 4s. 6d., for P.C. £6 4s. 2d. 

Finding that roasting machine was unsuitable, sold it 
for £33 cash ;. purchd. larger one from M. 8. Co., £64. 

Paid Machine Supply Co. for first machine less 5% 
cash dis. 

Sold Royal Tea Co. 56 Ibs. “ A.B.’s special blend ” at 
2 


Reed. cheq. from James & Co. in settlement less 24% 
dis. ; 

Purchased 2 bales of Mocha coffee at 192/- per bale, from 
the Coffee Syndicate, Ltd., and gave them acceptance 
at 1 month for amount of invoice. Seen 

Paid from P.C. fine & costs for inaccurate scales, 45/-. 

Sold G. Mager I cwt. of “ A.B.’s pure Coffee,” at 94/-. 

Paid G. Smith one-half of the advertisement. 

Drew cheque for £3 4s. 6d. for wages. 

Cash Sales for week amounted to £11 16s, 2d. 

Drew cheque for £10 for private purposes. 

(Total Balances, £2684 17s.) 


Ex, 2. Messrs. Alfred Brown and George Robinson are in 
partnership as cigarette manufacturers, profits and losses shared 


equally. 


(1) Int. allowed on partners’ capital at 5% per ann. (2) 
is 18 oP 


Annual depreciation provided on machinery and plant at 10%, 
and on fixtures and fittings at 594. Provision made for bad and 
doubtful debts at 5%. (4) A reserve of £50 made for the 
Auditor’s fee. The stock in hand on Dee. 31, 1904, valued at 
£6320. 


Prepare Trading A/c., P. & L. A/c. and B/S. 


Dr. Balances— _ : Dr. Balances continued— 
Brown’s drawings with int. £600 Commission&Traveller’sExs. £130 
Robinson’s do. ......... 400 Rent, Rates and Taxes ... 200 
Sundry Debtors .......... 5140 Gas and Water A/c. ...... 41 
Plant and Machinery ..... 2360 Tnt-cand Dis:A/emceseetae 100 
Fixtures and Fittings ..... 680 Trade Expenses .......... 251 
Goodwill A/c. ........%... 500 Income Tax Sch. D. ...... 42 
Stock A/c., Ist Jan. ...... 6720 Bad and Doubtful Debts .. 402 
Cash:in hand sons eso we 18 | Gr, Balances— 
Cash at Bank ............ 1262 Brown’s Cap., 1st Jan. .... 
Purchases with Gov. Duty 19087 Robinson’s Cap. 9 
Manufacturing Wages..... 3402 Sundry Creditors .... 
Salaries cise wes as tek 950 BL PR. soe ease 
Licenses and Insurance ... 54 Hoan: Ase. ni scnee et on 
Returns from Customers .. 822 BSalesstasiariasie ninaeee ree 
Carr. and Export Charges.. 210 Tobacco Returns to Crs. . 


Answer,—Gross Profit £5368 ; Net Profit £2231; Bal. of Oap. « 
Brown £3035 10; Robinson £1975 10. Total B/S. £15743, 


Exercise 61. (Royal Society of Arts, Intermediate, 1906.) E 
Q. 1. Henry Barrow keeps his books upon the double entry 


system. At the periodical stocktaking his book-keeper extracts 


a T.B., and after adjusting some errors, finds that the total of 
the debit balances equals the total of the credit balances. Is this 
agreement an absolute proof that the books are correct in every 
respect and that no further errors exist ? Give reasons for your 
answer. What further tests, if any, would you apply? @Q. 2. 
Submit rulings for a Cash Book suitable for a professional man,. 
who keeps no Petty Cash Book but passes both cash and cheque 
receipts and payments through the same C.B. Make three 
pene on the debit side and six on the credit side. Close and 
e off. - S 


Ex. 1. On Jan. 1, 1906, John Smith’s Assets were :—Stock 
£342 47; Freehold Property £1000; Furniture and Fittings £92 
10 4; Cash at Bank £2589; in hand £19 52; owing by John 
Bell £38 10 —; E. Walters £26 23; Black & Co., £169 10 -. 
Liabilities :—To A. Brown & Co., Ltd., £64 2—; W. White & Son 
£226 7 1; B/P. £60; Loan due to G. Robinson £50. Open 
Ledger, showing position as on Jan. 1, and pass to it, through 
the proper books, the following :— 


Jan. 2. Accepted Bill drawn by W. White & Son for the amt. 
of their A/e. at 3 months. 
Sold to John Bell one electrically heated stew pan, 
£1 19s., two omelet pans at £1 10s. each, three sauce- 
é pans at £1 10s. each, three hot-water plates at £3 each, 
one hot-water jug, £1 7s. 6d., and one kettle, £4 5s. 
Received from Black & Co. £50 on account. 
» 3. Drew a cheque for £10 for private purposes. 
» 4 John Bell returned one saucepan and one hot-water 
plate sold to him on Jan. 2, and settled his a/c. as on 
Jan. 1, less 24% dis. 
5. Sold F. Green 3 electrically heated water cans at 50/- 
ea., 6 flat irons at 19/6 ea., and 1 glue pot at 27/6. 
Bot. from A. Brown & Co., Ltd., five electrically heated 
Russian coffee machines at £1 17s. 6d. each, six egg 
boilers at £1 15s. each, three sterilizers at £1 12s. 6d. 
each, and one convector at £7 15s. 
,» 6 Bought for cash two office stools at £1 103. each. 
_,, 7. Drew cheque for petty cash and wages £10. 
* Paid in cash, wages £14 2 6, and salaries £5. 
Paid in cash, office expenses 14/10. 
» 9. Bill payable for £60 (due this day) was duly honoured 
on John Smith’s behalf by the bank. 
Sundry Cash Sales for week ended Jan, 7, amounting 
to £27 2 9, paid into the bank. 
, 10. Bought for £3 a carpet for the private office. 
Returned to A. Brown & Co., Ltd., two egg boilers 
and one sterilizer bought from them on Jan. 5, 


Jan. 11. Received from Black & Co. the balance of their a/c., 
dis. at 24% being allowed on the whole amount due 
from them on Jan. 1. ~ 

12. Returned carpet purchased on Jan. 10 in exchange for 
a larger on2 value £4, the difference paid for in cash. 

> 13. Paid cash for repairs to office Desk 7/6. 

,, 14. Drew cheque for petty cash £15, and paid wages and 

salaries as on Jan. 7. : 
Paid in cash, office expenses £2 7 2. 
,. 14. Paid into Bank cash sales for week, £41 15 6. 
Paid A. Brown & Co., Ltd., £12 on a/c. 
(Total Balances £1781 15 4.) 

All moneys received were at once paid into the Bank; and 
(unless stated otherwise) all payments were made by cheque. 
Balance the a/cs. as on Jan. 14; bring down the balances and 
extract a T.B. Note that no P. & L. A/e. or B/S. is to be 
prepared. = 2 

Ex, 2, Samuel Smith and Robert Brown are partners in a 
manufacturing business. After providing 5% per ann. int. upon 
their respective Cap. A/cs. profits or losses are to be shared 
equally. Adjustments to be made—(1) Plant and Machinery A/c. 
is to be depreciated by 10%. (2) Furniture & Fittings A/c. 5%. 
(3) Provision for Bad and Doubtful Debts at 5%. (4) Only three 
quarters rent have been paid; the quarter’s rent due on Dec. 
25th, 1905, nct having been paid or passed through the books. 
Stock £800. ‘T.B. extracted on Dec. 31 is set out below. Prepare 
Trading and P. & L. A/es. and B/S., in which show the partners’ 
a/es. in detail. 


Dr. Balances— : ; Dr. Balances continued— 

Smith’s Drawings (includ’g int)£450° Sales Returns ............ £150 
Brown’s do. do. 400 IBAGADebts Saccccnecueys sete otes 80 
Stock (1st Jan., 1905) ...... 750 Cash:at Bank >. scx <acice ole 500 
Furniture and Fittings ..... 300 Cashin hands ancora tee 20 
Plant and Machinery ...... 500 Sundry Debtors ........... 2140 
GOOD Willies wiccererorshceieiare ee 1000 | Cr. Balances— 

Purchases ......+-+-eeeees 2300 S. Smith Cap. Jan. 1, 1905.. 2000 
Manufacturing Wages ...... 520 R. Brown do. _ -.- 1500 
Carriage .....seeeeeseecee 100 Sales... scesevccsscveese 5400 
Salariese. carci. ste a stateteneinceiere 350 Purchases Returns ........ 200 
BENG. cietaieisie eygierarelemcoreteeniens 120 Rent to date for premises sub-let 20 
Rates and Taxes .......... 20 Res. for Bad & Doubtful Debts 150 
Gas and Water ........... 30 Discount ..... erpiersiotensy nosis 10 
General Expenses ......... 270 Sundry Creditors .......... 720 


Answer.—Gross Profit £2580 ; Net £1503; Bal. of Cap. : Smith 
£2401 10, Brown £1926 10. Total of B/S. £5088. 


Exercise 62. (Royal Society of Arts, Intermediate, 1907¢) 


Q@ 1. What system of Book-keeping would you recommend to- 
a trader starting in business ? Explain the various books which 
should be kept, so as to enable him to ascertain in the shortest 
time and most reliable manner the results of his business opera- 
tions. Q. 2, What is the difference between gross profit{and 
net profit ? Illustrate your answer by means of pro forma 
Trading and P. & L. A/es. applicable te the business of a Timber 
Merchant. 


= 


Ex. 1. The assets and liabilities of W. Brown, wine and 
spirit merchant, on 3lst Dec., 1905, were as follows :— 


Cash at Bank ............ --- £500 Due to A. Robinson.... : 
Gash in band oa a aaeces 300 Due to W. Walters 22222222 60 
ine, 5 pipes at £60..... 5 Robi 
Sherry, 5 butts 56 260-..00 250 Too) epi ae — te = 
° by H. Johnson ....... 
B/R. (J. Smith,due Jan.12, 1906) 250 t mee 
Office Furniture-..........00% 100—£1500 ‘£200 


On Ist Jan., 1906, 2 company was formed with a capital of 
£2500 in £1 Shares, to purchase W. Brown’s business, and it was 
agreed that the purchase price should be an amount equal to his 
capital in the business on 31st Dec., 1905, to be paid as to £500 
in cash, and the balance in fully paid shares, the company 
taking over all the assets and liabilities of the business. The 
remaining shares were issued to the public and were duly sub- 
scribed, allotted and paid up. Pass the above and the following 
through the proper books, balance the accounts, bring down the 
balances and extract a T.B. Receipts and payments through 


Bank, unless otherwise stated. 


Jan. 2. Drew cheque for Petty Cash £30. 
Sold to H. Johnson 10 doz. of Sherry at 25s. a doz., 
and 1 pipe of Port at £70. 
Bought of W. Glass 30 doz. quart bottles @ 2s. a doz., 
and 15 doz. pints at ls. 6d. a doz. 
+» 3 Paid cash for Dock charges £2 15 - 
Bought from J. Lewis 10 hogsheads of Brandy at £40, 
giving him a bill at 2 months, he allowing 24% dis. 
Paid wages and office salaries, drawing and cashing 
cheque for same, £4. 
» 4 Received from H. Johnson, on a/c. £50. 
',, 5. Paid preliminary expenses in connection with the form- 
; ation of the Company, including legal charges, £100, 
» 6. Bought of A. Robinson 2 pipes of Port at £55, and 6 
10-gallon casks of Whisky at £8 a cask. 
Bill payable (A. Robinson) paid by Bank, £50. 
» 7% Paid W. Walters’ account, less 24% discount. 
,, 8. Paid cash for repairs to cellar door £10 9s. 8d. 
» 9. Drew cheque for Petty Cash £5, 
10. Paid wages and office salaries, drawing and cashing 
: cheque for same, £6, 
» 10. Reed. cheq. from H. Johnson in settlement of a/c., less 
5% dis. on the whole of his purchases from Jan. 1. 
Paid J. Smith’s Bill for £250 to the Bank. 
» 12. B/R. given by J. Smith for £250 returned dishonoured. 
» 14. Sold to T. Kino 3 doz. Whisky at 39s., 2 doz. Port at 
44s., 5 doz. Sherry at 25s., 3 doz. Brandy at 60s. 
(Total Balances, £3153 12 6.) 


Ex. 2. Messrs. George Elliott and Philip Barker are partners 
in a manufacturing business. fter providing 5% per ann. int. 
upon their Cap. A/cs., profits and losses are to be shared in the 


_proportion of George Elliott three-fourths, and Philip Barker 
one-fourth. Before closing the books as on 31st Dec., 1906, the 
following further adjustments have to be made. (1) Depreciate 
Plant and Machinery A/c. 10%. (2) Depreciate Furniture and 
Fittings A/c. 5%. (3) Provide 5% on Bad and Doubtful Debts. 
(4) One quarter’s rent to be reserved for, only three-quarters 
having been paid during the year. (5) £25 owing for Trade Exs. 
has not been passed through the books. (6) Stock, valued at 
£1250.- Prepare Trading and P. & L. A/es. and B/S., showing 
the Partners’ A/cs. in detail in the B/S. ; 


_ Dr. Balances— Dr. Balances continued— 


Elliott’s Drawings with Int. £317 Rates, TaxeS .....cecesnss £40 
Barker’s do. 133 Gas and Water .......0.:- 25 
Furniture and Fittings ..... 550 Sundry Debtors ........ Pepa 4540) 
Plant and Machinery ...... 750 Cash at Bank .......d.0.0% 300 
Stock, ist Jan., 1906 ...... 950 Gash hands. rcs via 130 
Office Expenses ........++- 250 

Trade Expenses ........++-- 150 | Cr. Balances— : 
Wages (manufacturing) .... 900 Blliott’s Capital, Ist Jan.... 3000 
MalaTiCS ar tas acento am sielele 425 Barker’s do. -.. 1000 
Oarriaee acre ¢ screener urnese 125 Returned Purchases........ 
Purchases 2... dsccsceerere 1680 SALGB Ti. ctieie oat roe are wiors cic 
Returned Sales .........-- 125 Interest and Discount 

Bad Debts ........2.0-e0- 80 Res. Bad & Doubtful Debts 45 
Bent Motes cates es ee 120 Sundry Creditors .......... 680 


Answer.—Gross Profit £1010; Net Loss £430; Bal. of Cap.: . 


Elliott £2510 10, Barker £809 10; Total of B/S, £4065. 


Exercise 63. (Royal Society of Arts, Intermediate, 1908.) 


Q.1. On which side of the Ledger would you expect to find 
the balance of the undermentioned a/es. ? Give a brief reason 
in each case :—(a) Reserve for Bad and Doubtful Debts. (6) 
Goodwill’a/e. {c) Suspense a/e. for Insurance paid in advance. 
(d) Freehold Property a/c. Q. 2 Explain the following :— 
“ Reserve Fund,” ‘“‘ Rebate,” ‘‘ Sinking Fund,” “* Depreciation.” 


Ex. 1. John Druce, a cycle dealer, had on 31st December, 
1907, the following assets and liabilities. 


Furniture and Vittings ....... £120 | Cashat Bank, £300; onhand.. £25 
Bills Receivable due 1908 :— BOCK Si... ar sMajaieiiee croeiste aise sre 650 
A. Graves, due 9th Jan.. £75 Due to H. Sweeting ......... 150 
B. Wulters, due 10th Jan. 125 200 ; AP MIBROD mararsateicte been bes 75 
Owing by :—A. Brown ... 25 Bilis Payable due 1908 :— 
J. Smith £40; A. Graves 20 S. Unwin, due 6th Jan. .... 90 
B.Walters£10;M.Robinson105 F. Lord, due 8th Jan....... 85 


John Druce agreed to take M, Robinson into partnership 
conditionally on the amount owing by him to John Druce on 31st 
December, 1907, being paid at once ; and also upon his bringing 
into the business, in cash, the same amount of capital as was 
standing to the credit of John Druce’s Capital A/c. at this date ; 
one-half of this latter amount was to be paid out in cash, by way 
of premium, to John Druce and was to appear in the books of 
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the partnership as Goodwill. These conditions were. duly 
carried out as on Ist January, 1908. Pass the above and the 
following through the proper books, balance the a/es., as on 11th 
Jan., bring down the balances; extract T.B. All moneys 
received paid at once into the Bank. 


Jan. 1—Bought of H. Sweeting 1 doz. bicycle frames at 15s. 
each ; Bought for cash 4 dozen weoden crates at 3s. each. Jan. 

2—Sold A. Brown 3 bic¥cles at £7 10s. Od. each, one of which 
was returned on 3rd Jan., Jan. 3—J. Smith paid his a/c., 
deducting £2 for bicycle damaged in transit ; Sold B. Walters 
2 bicycles at £8 8s. Od. each, charging him with 2 crates at 3s. 
6d. each; Bought of A. Fisher 6 pairs of wheels at 30s. a pair 
and job lot of accessories for £5. Jan. 4—Paid office salaries” 
and wages, drawing and cashing a cheque for same £6 10s. Od. ; 
each partner drew out in cash £3 on private a/c. Jan. 6—Paid 
A. Fisher by cheque £25 on a/c. ; Bill payable (S. Unwin), due 
this day, paid by bank; Sold J. Smith one bicycle for £7 10s. 
0d., upon which he paid £2 on a/c. Jan. 7—Bought for cash 
two second-hand bicycles at 15s. each, one of which was sold for 
eash same day tor 25s.; Cashed cheque for £10 for petty cash 
purposes. Jan. 8—Bill payable (F. Lord), due this day, paid 
by bank ; B. Walters paid the balance of his a/c. as on this day, 
deducting 5% dis., which was disallowed. Jan. 9—B/R. given 
by A. Graves returned dishonoured ; a now bill at one month 
being given for the whole of his a/e.; Sold to B. Walters 20 
brakes at 2s. each and 6 lamps at 5s. each; Bought of F. Lord 
6 doz. lamps at 3s. each. Jan. 10—Bill Receivable B. Walters 
duly met; Sold A. Graves a second-hand bicycle for 30s. Jan. 
11—Paid office salaries and wages by cheque £6; Hach partner 
drew in cash £3 for private purposes; A. Brown accepted a 
bill at 3 months drawn upon him for the balance owing by him 
at this date. (Total Balances, £2487 4 -.) 


Ex. 2. Tho authorised Capital of a Manufacturing Co. con- 
sista of 15000 Ordinary Shares of £10 each. Prepare Trading 
and Profit & Loss A/es. for the year ended 31st Dec., 1907, and 
a B/S. as on that date. Charge Depreciation on Land and 
Buildings at 3% per ann., and on Machinery & Plant at 6%. 
Make a reserve of 5% on the Sundry Debtors for Bad Debts ; 
write down Patents by 10%; carry forward £90 of Insurance ; 
and charge £500 as Directors’ Fees. Stock as on 31st December, 
1907, agreed at £23700. Charge 10% on net profits as remun- 
eration to Managing Director, and appropriate £2500 to Reserve 
A/c., carrying forward balance. 


‘& 


322 


Dr. Balances— 
Stock (1st January, 1907).. £32000 
Cash in hand ......-. ate 150 


Cash. at Bank .........+. . 2900 
Purchases ......0..0seeeee 52350 
Sale Returns .........+- a 400 
Manufacturing Charges ... 11500 
Manufacturing Wages 28550 
Salaries (os svn cc3e-ce 1500 
Trade Expenses .... e 6850 
Rates and Taxes ..... Soon 250 
EMSULANCE sage erelnecec\srstaleie's 190 
General Expenses ........ 2640 
Discounts (balance) ...... 1800 


Bad Debts gasares oe .cisi sales 570 


Auswer.—Gross Profit, £36,150 ; 


Total B/S. £136,261 10 -. 


Exercise 64. (Royal Society of Arts, Intermediate, 1909.) 


Explain briefly the following :—Goodwill, Dead Rent, 
Which of 


q. 1, 


Bill of Lading, Bill of Sale, Letter of Credit. 
the balances of the following a/cs. would you expect to find in the 
B/S., which in the Trading A/c., and which in the P. & L. 
Give your reasons in each case. 
(6) Discounts allowed. 
(d) Transfer fees. 
(f) Stock of goods and materials on hand. 


J. Bennett & Co., Ltd., had on 31st December, 1908 :— 


A/c. ? 
and renewals. 
of apprentice premiums. 
dividends. 


Ex. 1. 

Dr. Balances— 3 
Cash at Bank .........5+.- £1000 
Bills Receivable due 1909 :— 

W. Cox, due bth Jan. ..... 250 


J. Cooper & Co.,due7thJan. 250 
DEBTORS :—Thomas Green .. 100 


+ OOK cesmiaien rots ae 50 
J. Cooper & Co. ..... 150 
A. Black & Co., Ltd. 250 
J. PONCE 5 volves oe 300 


Cook & Co. ......5.. 1050 


Q. 2. 


Dr. Balances continued— 
ShOCK So crea sk uinna din ties sladinee 
Buildings ........ setters 

Cr. Balances— 

Ordinary Share Cap........ 
Preference Share Cap. ..... 
CRED}TORS :—J. Jinks...... 


Johnson & Co. 
Profit & Loss A/c. ......... 


Net Profit, £18,261 10 -; 


(a) Machinery repairs 
(c) Unexpired proportion 
(ec) Unclaimed 


— 
| Dr. Balaaces continued— 
Interest and Bank Charges. £350 ~ 
Land and Buildings ...... 2250 
Machinery and Plant ..... 35600 
Sundry Debtors .......... 2500 _ 
Patents ......... Rn 5006 
Cr. Balances— : 
Capital Issued and fully paid 
up 9000 shs. of £10 each 90000 
Sales: 325 3. ese vi peutanlsoood 
Purchases Returns ...+... 750 
Sundry Creditors ..... ee 1750 
Ba Debts Res.(1 Jan.,1907) 2600 
P. & L. (bal. 31 Dec., 1906) 750 
TRESCLVO o.ctwcncccospewes 000 


£3000 
6000 


Pass the above and the following through the proper books, 
balance the A/cs. as on llth January, 1909; bring down the 
balances; extract T.B. All moneys received paid at once into 


the bank. 


Jan. 1—Drew and cashed petty cash cheque £5; Sold W. Cox 
120 yds. of Silk at 5s. 6d. per yd. Jan. 2—Accepted bills drawn 
by I’. Flint, viz.: three for £250 each drawn at one mo., two 
m0s8., and three mos., respectively ; Paid Flint the balance of 
his a/c. by cheque, deducting 24% dis. on the whole a/c. as on 
31st December, 1908; Bought for £4 10s. 0d. a parcel of silk ; 
Drew and cashed cheque for petty cash and wages £15; Paid 


wages in cash £12 10s. 0d. 


Jan. 4—Received from J: Cooper & 


Co., £50 on a/c.; Sold Thomas Green 20 yds. of Irish Linen at 
3s. per yd.; Bought of F. Flint 75 yds. of Irish Linen at 2s. per 
yd. Jan. 5—Received fees on transfer of shares 10s.; Paid by 


* 
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cheque, Tool & Co., £47 10s. Od. repairs to bldgs. ; 3 bi 
__ due and paid to bankers. Jan. 6 Sold A. Black (gba pets 
of black silk, ab 10s. per yd.; A. Black & Co. paid the whole of 
their a/c. less 5% dis. Jan. 7—J~ Cooper & Co.’s bill due but 
not met. Two new bills of equal amount given at one mo. and 
three mos. respectively to-cover the whole amount due from 
them. Jan. 8—Bot. of J. Jinks 9 pes. velvet, 40 yds. each, 8/6 
per yd. ; Received of Cook & Co. £250 on a/c. ; Reed. first and 
final dividend 5s. in £ on Green’s a/c. Jan. 9—Paid, in cash 
- carriage a/c., 30s. ; Paid, by cheque, legal expenses £7 10s. Od. ; 
Purchased postage stamps, £2; Paid, by cheque, stationery 
a/e., £1 15s. Od.; Drew and cashed cheque for petty cash and 
wages, £17 10s. Od.; Paid wages in cash £14. Jan, 11— 
Received of J. Jones the amount of his a/c. less 24%; Paid J. 
Smith the amount of his a/c. less a dis. of 24%, after taking 
into consideration an allowance made by him of £10 for short 
delivery of goods. (Total Balances, £12505 10 -.) 
. x. 2. From the following T.B. extracted from the books of 
J. & J. Robinson, prepare Trading and P. & L. A/es. for the 
year ended gist December, 1908, and B/S. as on that date. 
Charge Depreciation on Land and Buildings at 2}%, on Plant 
and Machinery at 10%, and on Furniture and Fixtures at 10%. 
Make a reserve of 5% on Sundry Debtors for Bad Debts. Carry 
forward the following unexpired amounts :—(1) Fire Insurance 
£1272; (2) Rates and Taxes £2426; (3) Apprentice Premiums 
£40.’ Charge 5% Int. on Cap. but not on Drawings. Profits 
and Losses to be shared in tie following proportions :—James 
Robinson, five-ninths, Joshua Robinson four-ninths. Stock as 
on 3lst December, 1908, £2939 9s. 3d. 


Dr- Balances— Dr. Balances continued— 


terowrp 


Jas. Robinson’sDrawings Sundry Debtors ...... £3781 15 9 
aes ale nee) «9 £437 10 - Stock (31st Dec., 1907) 2642 14 8 
Joshua Robinson’s do. 246 11 7 General Expenses .... 149 1 5 
Land & Buildings .... 2500 —- — Fire Insurance ....... 4915 - 
Plant & Machinery.... 1426 17 4 Cash at Bank &in hand 1344 4 10 
Furniture & Fiatures.. 125 8 4 
Carriage ....e.cceees 437 1 4 Cr. Balances— 
Wages (Manufacturing) 2147 6 1 Jas.Robinson’s Cap.A/c. 5000 »- - 
Salaries .....s.+e+e+- 467 10 - JoshuaRobinson’s do. 4000 -— - 
Sales Returns ........ 176 2 7 Bad Debts Res. 
Bank Charges&Interest 14 4 6 (31. 12. 1907) 247 6 
Coal, Gas, & Water... Pa mele (TANSEY pene oineee oOOC TaN 9122 16 
Rates and Taxes ....- g4 7-6 Discount A/e. (balance) 12 7 
Purchases ......-++9+ 4216 17 2 Purchases Returns ... 846 2 
Bills Receivable ...... 127 10- - Sundry Creditors ..... 1217 15 
Trade Expenses ...... 49 7 9 Apprentice Premium . 50 - 


Answer.—Gross Profit £3288 6 4; Net £1851 57; Bal. of Cap. 
James, £5840 19 9; Joshua, £4776 4 3. . Total of B/S. £11874 
19 1. 

Exercise 65. (Royal Society of Arts, Intermediate, 1910.) 

Q. 1. State what is meant by the terms (a) “ Nominal 
Accounts: and (b) ‘‘ Personal Accounts.” What is the name 
of the class to which A/cs other than the foregoing may be said 
to belong ? Give.an example of each (containing three debit and 


L-I 


three credit entries). Q.2. How would you construct a “ Trial 
Balance ?”” Give two examples of errors which might occur in 
“writing up” a set of books, without affecting the ‘ agree- 
ment” of the Trial Balance. 


Ex. 1. A. Day and B. Comet were equal in capital and part- 
nefship as engineers and founders on the 31st Dec., 1909. 


Assets. Liabilities. 
Stock-in-trade .............. £1342 | Due to:—Roberts Bros. ..£3811 
Furniture & Fittings ......... 264 W. Brown, Son & Co. .... 140 
Plant & Machinery .......... 1547 Robinson & Co.-.......65 113 
Cash at Bank £305, in hand .. 8 J. Green & Son ...0..0.. 156 
Rills Receivable due 1909 :-— —£720 


The Gas Engine Co.,due4 Jan. 142 | Bills Payable due 1999 :— 
J. Smith & Co., due 8th Jan. 74 J. Green & Son, due 6 Jan. 100 


Owing by :—J. Smith & Co... 172 Roberts Bros., due 1 Feb. 169 : 

The Gas Engine Co. ........ 22 E — 269 

NOWOD Svisgtcedce eas sianaae 177 A= Day-Loan A/c: cesses 500 

J. Jones & Sons .........6.. 285 A. Day Interest A/c.......... ti 
By Blacks icsacew ecante hee 162 


Open Ledger A/es., showing position of firm on 3lst Dec., 
1909, and pass to it, through the proper books, the following : 
balance the A/es. as on 10th Jan., 1910, bring down the balances 


and extract a Trial Balance. All moneys received were at once. 


paid into the Bank. 


Jan. 1—Drew and cashed cheque for petty cash and wages 
£15; Paid wages in cash £16; Paid each partner his week’s 
salary of £3 in cash. Jan. 3—W. Owen paid his a/c., less 24% 
dis., and gave an order for a machine to cost £75; Bot of 
Robinson & Co., 6 tons pig iron at 51s. 2d. aton. Jan. 4—Gas 
Engine Co.’s Bill became due, but not met. A new Bill given 
at one month for the whole of their a/e.; Paid Robinson & Co., 
the amount of their a/c. as on 31st Dec., less 24% dis., after 
taking into consideration an allowance of £5 for imperfect goods 
supplied. Jan. 5—J. Jones & Sons paid £100 on a/e.; Bot. of 
J. Green & Son, 5 ewt. sheet copper at £78 a ton. Jan. 6—Sold 
R. Black 1 ton of pig iron at 56s. a ton, and charged him in 
addition 10s. for cartage ; J. Green & Son’s Bill became due and 
was duly met. Jan. 7—Sold J. Jones & Sons 3 cutting machines 
at £24 each ; Sold J. Smith & Co. 2 ewt. of sheet copper at £83 
a ton; Paid by cheque the amount due (on 31st Dec., 1909) to 

“A. Day for interest ; Bought for cash 12 gallons of oil at 1s. 3d. 
per gallon. Jan. 8—Paid wages £13, a cheque for this amount 
being drawn and cashed for the purpose; Paid each partner 
his week’s salary by cheque; J. Smith & Co.’s Bill beeame due 
and was duly met. Jan. 10—Bought of Roberts Bros. 10 tons 
of coal at 12s. a ton, and paid them (by cheque) £150 on a/c. ; 
Sundry Cash Sales to date £31; Drew and cashed cheque of £5 
for Petty Cash purposes ; Accepted W. Brown, Son & Co's Bill 
for £140 at 3 mos. (Total Balances, £4289 3 -.) 


Ex. 2. _The Brown Box Co., Ltd., had a Nominal Capital of 
£10000, divided into 5000 Ordy. Shares of £1 each and 5000 6% 
Pref. Shares of £1 each, Prepare Trading and P. & L. A/es 
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and B/S. for the year ended 31st Dec., 1909. Depreciation : 
Land and Buildings 24% per ann., Furniture & Bistares 5% 
per ann., Plant & Machinery 10% per ann. Make the Bad Debt 
Reserve up to £400. Carry forward the following unexpired 
amounts :—Insurance £9 7 6, Rates & Taxes £17 8 2. Stcek. 
31st Dec., 1909, £1721 17 3. : 


Dr. Balances— ; Dr. Balances continued— 

Freehold Land & Bldgs.£3700 - — Directors’ Fees ...... - 

Furniture & Fixtures... 946 6 10 Purchases ...... 8 

Stock, 31st Dec., 1908 1929 14 7 Sundry Debtors . 10 

Plant & Machinury ... 1727 10 2 Bank Charges... 1 

Rates & Taxes ....... 87 14 1 Cash at Bank ... <0 5 7 

Carriage ...... oes a Gashn- hand <.iAc.s.02 08-2 1 

Trade Expenses....... 39 1 1 2 

Lighting & Heating Hxs. 72 2 6 Cr. Balances — 

General Expenses .... 127 16 10 Ordinary Share Capital 4800 - - 

Pref. Share Dividend Preference Share Capitai3000 - —- 
(paid duringthe year) 171 - - Discount A/c. (balance) 13 2 - 

Ordy. Share Dividend Bad DebtsRes.,31Dec.,08 188 14 8 
(paid during the year) 114 - - SROs Scien cote wee 10124 14 2 

Manufacturing Wages 2014 1 9 Purchases Returns ... 9412 4 

Dalaries Sy Soe wciw nae 605 14 8 Sundry Creditors ..... 2144 656 1 

Sales Returns ........ 101 210 P. & L. A/e. (Balance 

ENSULANCe. sev ese se ee So=—1- 2 81st Dec.,.1908) .... 472 7 2 


Answer,—Gross Profit £3344 3 3; Net Profit £1928 11 10; 
Total ‘B/S., £12060 4 1. 

Exereise 66. (Royal Society of Arts, Intermediate, 1911.) 

@. 1. What is a Bill of Exchange? Briefly explain the 
following terms in connection with bills :—“ Endorsing over,” 
“ Allonge,”  ‘“‘ Noting,” “ Renewed,’ ‘“ With documents 
attached.” Q. 2. Give an analysed form of Sales Book, and 
enter therein five transactions relating to the sale of cotton 
prints, velvet, silk, and fancy goods. 

Ex. 1. Wm. Bennett, wholesale and retail hosier and hatter, 
had on 3lst Dec., 1910, the following Ledger Balances :— 


Assets. Liabilities.” 

ON Ge SR Se Ee ee Bills Payable due 1911 :— 

Furniture and Fittings ....... S. Dove (due 7th Jan.) ....... £211 

Plant & Machinery ......--.- Robinson & Co. (due 17th Jan.) 49 

Gash at Bank £221; in hand 30 Sundry Creditors :— 

Bilis Receivable due 1911 :— Robinson & Co. .......-6.0.. 84 
Roberts & Co. (due 6th Jan.) 37 A. Green & Co., Ltd. ........ 93 
W. Lea (due 14th Feb.) ..... 79 SPD OVO 2 ars bal asc cie.s pee Le 

- Sundry Debtors :— Brown Bros., Ltd........... , 122 
H. Sheppard & Sons .......- 02 iHOtt @ CO. iic cc ccececces AY 

_A, White & Co., Ltd......... 42 

Roberts & Co. £17; W. Lea 8 


He agreed to take his manager, H. Burns, into partnership as 
from Ist Jan., 1911, on condition that he brought in £500 cash, 
and paid Bennett £250 for a third share of the profits. Burns 
paid these two amounts on 2nd Jan. Open the Ledger a/cs. of 
the new firm, and post, through the proper subsidiary books, 
the following transactions ; balance the a/es."as on 10th Jan., 
bring down the balances and extract a T.B. All Purchases and 
Sales were on credit, unless the contrary is stated, and al 
moneys received were paid into bank. 

Jan. 2—Sold to W. Lea, 1 gross of Tweed caps at 18s. 6d. per 
doz. ; Bought, for cash, job line of felt goods for £5. Jan, 3—A, 


+ 
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i White & Co., Ltd., paid their a/c., less 24% dis.; H. Sheppard 
& Sons gave a bill for £50 at 3 months; Bought of Robinson & | 
Co., 3 doz. Oxford shirts at 28s. 1lld. per doz., and 2 doz. 
heather mixture half-hose at 8s 6d. per doz. Jan. 4—Bought of 
A. Green & Co., Ltd., 6 doz. linen handkerchiefs, 3 doz. ladies’ 
at 7s. 9d. per doz., and 3 doz. gents’ at 8s. 3d. per doz. Jan. 
5—Paid by cheque, 8S. Dove £50 on account. Cash Sales £37. 
Jan. 6—Renewed Roberts’ bill, which was due, but was not met 4 
Sold A. White & Co., Ltd., 9 felt hats at 37s. per doz., and 3 
only, silks, 7s. 9d., 10s. 6d., and 12s. 3d. each. Jan. 7—S. 
Dove’s bill due, and met ; W. Lea paid his a/c. as on 31st Dec., 
1910, less 23% dis. ; Roberts & Co. paid their a/c., less an allow- 
ance of £3 for imperfect goods; Paid, by cash, wages £15 and 
carriage £2. Cash Sales £49. Jan. 9—Paid Elliott & Co. £25 
on a/c., and bought from them 2 doz. saddlers’ braces at 15s. 6d. 
per doz.; A. Green & Co. “‘ drew on us” at 3 months for £90, ~ 
which was duly accepted ; Bought of 8. Dove, 10 doz. Burling- 
ton collars at 6s. 3d. per doz. Jan. 10—Sold H. Sheppard & © 

Sons, 3 doz. Tweed hats at 21s. per doz., 6 doz. boys’ caps at 
7s. 9d. per doz.; Sold W. Lea, 1} doz. felts at 42s. per doz. ; 
Cash Sales, £31. (Total Balances, £2265 18 —.) 

Ex. 2. From the T.B. extracted from the books of John Pear- 
son and Allan Macgregor, Corn Dealers, prepare Trading and 
P. & L. A/cs. and B/S. for the year ended 31st Dec., 1910." 
Profits and Losses to be shared two-thirds by Pearson and one- —~ 
third by Macgregor. Adjustments to be Journalised :—(a) 
Interest at 5% per ann. to be charged on Capital, but not on 
Drawings, (6) Depreciation to be charged :—Fixtures & Fittings 
5%; Plant & Machinery 10%; Horses & Carts 15%; (c) Bad 


4 
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Debts Reserve to be made up. to £500. (d) Only three-quarters 3 
rent had been paid on 31st Dec., and no reserve had been passed 4 
through ‘the books for the quarter owing. (e) Unexpired 
amounts to be carried forward :—Rates & Taxes £14 8s. Td. 3 : 
Insurance £7. Stock, £2994 14s. 7d. q 
Dr. Balances— | Dr. Balances continned— : 
Repairs & Renewals .. £248 2 1 General Expenses ..., £203 1 2 E 
Plant & Machinery ... 847 10° — Sundry Debtors ...... 5771-4 1 X 
Sales Returns ........ 742 7 8 | Horses & Carts ....)! 3561411 
Stock, 31st Dec., 1909 2721 14 1 Rates & Taxes ....... 127 4 6 2 
Bad Debts .......... 89 4 = Vixtures & Wittings... 375 8 9 E 
Carriage <1 noe. ene as 142110 7 ommission ......... 12 7 k 
Travelling Expenses .. 156 14 2 Cash in hand ........ 46 7 1 : 
Stable Expenses ..... 192) 4.74 %y 
Parchasesrc sc gees 13728 - 6 | Cr. Balances— . 
Bills Receivable +» 929 1 John Pearson, Capital 6000 - -~- ¢ 
Wages ......... ... 1646 13 10 Allan Macgregor,Capital 3000 - -— 
Salaries ......... Ae ee ee as Sales ina caine sone 19947 18 9 
John Pearson,Drawings 650 — - Cash Sales ........., 384 2 9 ; 
AllenMacgregor,Drawings 300 - = Purchases Returns 757 16 5 
Water, Gas, ete. ..... DAG 2 7 Reserve for Bad Debts 150 — — 
pen SPIE ae ae = “ eo aed mresehsinia Fisnatcs 49 2% 
DSUTANCE 5 cee ve é Sun veditors ..... 109 
Trade Expenses ...... 197 18 1 Bank as age Seiwa 193 8 * 
Answer.—Giross Profit, £3824 5 10; Net, £913 15 8; Bal. o 


Cap., J.P. £6259 37; A.M. £31541110, otal B/S. £10686 8 ek 
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Exercise 67. (Royal Society of Arts, Intermediate, 1912.) 


Q.1. What is a negotiable instrument ? What is the effect of 
marking a document not negotiable? Q.2. Briefly explain the 
purposes for which the Journal is employed in an up-to-date 
counting-house. Journalise the following :—(a) On 18th Jan., 
1912, Peter Sykes exchanged, with Peter Blair, a motor-car 
valued at £350, giving him a dog-cart, valued at £150, and two 
horses valued at £100 each. (6) On 19th Jan., 1912, John Smith 
returned damaged goods, invoiced at £10 I4s. 6d., to Andre 
Gammon. His book-keeper entered the transaction in the Sales 
Journal, in error. . 


Ex. 1. George Norman and Robert Carter are Wholesale and 
Retail Grocers, the former’s Capital being twice that of the 
latter. On 3ist Dec., 1911, in addition to the partners’ balances, 
the following appeared in their Ledgers :—Assets:-Cash in hand 
£47; Cash at Bank, £482; Stock, £870; Fixtures, Fittings & 
Utensils, £247; Horse & Vehicles, £155. Sundry Debtors :— 
J. Morley, £68; A. Barnes, £23; R. Foster, £29; S. Middleton, 
£35. Liabilities : Sundry Creditors :—J. Harris & Sons, £50; 
W. Clark, £55; Evans Lloyd & Co., £64; W. Newton, £15; 
Reserve for Rent (due 25th Dec., 1911), £50. Enter in the 
Ledger the foregoing particulars, and pass through the books 
the transactions from Jan. 1st to 8th, 1912. Balance the a/es., 
bring down the balances, and extract a T.B. All purchases and 


- gales were on credit, unless the contrary is stated. 


Jan. 1—-Paid into Bank, £30; Recd. from J. Harris & Sons, 

ewt. of sugar at 13s. 64.; Reed. from W. Clark, 20 cases of 
preserved fruit at 9s. 6d. per doz. tins (each case contained 
2 doz. tins). Jan. 2—Sold to A. Barnes 50lbs. tea at 1/4 per ib., 
and charged him 3/- for boxes; Accepted 3 mos. bill from J. 
Harris & Sons for £50; Cash Sales for the past two days were 
£77, Jan. 3—Received cheque, which was paid into Bank, from 
S. Middleton, in settlement of bis a/c., less 5% dis. ; Cash Sales 
for the day £27. Jan. 4—Paid Rent (due 25th Dec., 1911), by: 
cheque; Sold to R. Foster, 12 cases of “ X.L.” Sauce at 3/3 per 
doz. bottles (each case contained 2 doz. bottles) ; Returned to W. 
Clark, 1 case of preserved fruit, delivered on the Ist inst.— 
goods faulty. Jan. 5—J. Morley accepted a one month’s bill, 
drawn-on him for £40; Cash Sales for the past two days were 
£83, Jan. 6—Sold to 8. Middleton 1 gross tins Cocoa at 6/- per 
doz. tins; Reed. from Evans Lloyd & Co., 30 kegs of butter, 
containing in all 4 cwts., at 86s, per cwt. ; The Bank discounted 
J. Morley’s bili, charging 3}%; Sent Credit Note for 3/- to A. 
Barnes for boxes returned; Paid Wages £13 10s. in cash; Cash 
Sales for the day were £46. Jan. 8—Paid by cheque W. New- 
ton’s a/c. as on dist Dec., 1911, less 24% ; George Norman drew 
in eash £7, & Robert Carter £3 10s, ; Pd. by cheq., Evans Lloyd & 
Co.’s a/c. as on 81st Dee., 1911, less 23% ; Paid all cash in hand 
on this date, with the exception of £10 retained for Petty Cash 
purposes, iuto Bank. (otal Balances, £2111 3 8.) 


Ex. 2, The X Manufacturing Co., Ltd., had a Nominal — 
Capital of £75000 divided into 5000 Ordinary Shares of £10 — 


of 4% on gross Sales to the Bad Debt Reserve A/c. Reserve — 
24% on Debtors for Discount. Reserve £250 for Directors” _ 
Fees. Appropriate £2000 to Reserve A/e. Stock, 3lst Dec., 
1911, £11420 8s. 


Dr. Balances— : Dr. Balances continued— 

Stock, Ist Jan., 1911 £16200 4 3 Machinery & Plant ..£17000 -— - 

Cash <n seis OOS ea ORLORS eets= eaeeete 28397 4 2 ~ 

Bank ...... Sieseser 3196 13 - Patentss 2s sece 38000 - - 

Purchases ........ +. 26123 7 — Pref. Dividend Paid.. 706 5 -— 

Returns Inwards .... 901 7 9 tnterim.Ordy.Diy.Paid 900 - —- a 

Manufacturing Exs. 63814 2 - 5 

Manufacturing Wages 13210 -— - Cr. Balances— 

Salaries ......6.... . 1525 - - Ordy. Share Cap. A/c. 30000 = 

Travellers’ Salaries, .. Pref. Share Cap. A/e. 25000 — 
Commission & Exs. 3210 - - | Sales ............., 3200 4 8 

Rates and Taxes .... 210 - — Returns Outwards 308 17 6 

Insurance........... 70 - - Discount ........ --. 578 = 

General Expenses ... 1420 —- — Creditors 20s se 9848 2 - 

Discount*..5 savas. 1288 2 >= BadDebtsRes.JJan.,i1 400 — — 

Bad Debts .......4. 280 - - P. & L. Ajc. (Balance 

Interest& BankCharges 87 - - 3ist Dec., £910). 3810" = == 

Land & Buildings.... 10000 - ~ Reserve A/c. ..:.... 2000 - = 
Answer.—Gross Profit, £14180 9 2 ; Net Profit, £3795 9 7; 

Bal. of Appropriation A/c., £999 47; Total of B/S., £70092 6 7. 


Exercise 68. (Royal Society of Arts, I ntermediate, 1913.) 


Q.1. Rule the form of Sales Journal and Cash Book of a firin 
using Town and Country Self-Balancing Ledgers. The Sales 
Journal should also provide for the analysis of the Sales as 
between three departments. State how and where the items 
entered in each book should be posted. Q.2. What portions of 
the Salaries and Wages should be charged to the “ Trading 
Account” and what to the “ Profit & Loss Account” in the 
business of a Manufacturer ? Name some items of expenditure 
which may occur in the same business, which should be charged 
to Capital. Z 
; =. 1. B/S. of Smith & Co., Ltd., Grocers, on 81st Dec., 

912 :— 


Liabilities, 


: Asseta. 
Cantital :—Nominal :-— Buildiugs Qeasehold) .. Cre £1000 
6005 Shares of £1 ea. ve wes «£0000 Fixtures, Fittings and Furniture 472 
Sundry Debtors :-— 
5000 Shares of £1 each issued H. Falconer ........., £153 
and paid u 5000 T. Cave ..c..... Scene 7 
Sundry Credi Ne Carversicciss kane 149 
Rents .s0ho1 Vi ROW Siocmsuewce: 27 
Income Tax. Pune | —— ~400 
H. Bell .... Stock on hand .............. 8023 
T. Burton .. Bill Receivable -— 
R. Lawson Ge Watsons ae siejerare este 100 
350 Cash :— 
Bills Payable :— At- Banks ee csis a coass 1252 
A. Scotts. suas Sry rey Ld} Indhand esis eae ee 
Profit & Loss A/c. ....,ec000. 907 


—— 1302 


Open Ledger A/c. and post, through the proper subsidia: 
_ books, the following transactions ; janet a ee as on Sth 
Jan., 1912, bring down the balances, and extract a T.B. All 
purchases and sales were on credit, excepting where the contrary 
is stated. All cheques received were paid into the Bank. — 


‘Jan. 1—Received cheque from T. Cave, for the bal. of his 
ale., less 24% dis.; Purchased from A. Scott, 1 gross 1-Ib. 
_ jars of Marmalade at 4s. per doz. ; Sold to N. Carver, 10 cwt. 
of Bect Sugar at $s. 6d. per cwt. Jan. 2—Paid by cheques, 
= Rent. and Income Tax, owing on 3lst Dec., 1912; Paid 
carriage by cash, £3 2s. 4d. ; Reed. from H. Falconer, 3 
months’ acceptance, dated 2nd Jan., for £100; and discounted. 
_ same with Bank, the Bank Charges being £1 0s. 4d. Jan. 
_ 3—Sold to V. Row, 56lbs. of Tea at 1s. 1d. per tb.; T. 
 Cave’s cheque (reed. on Ist inst.) was retd. by the Bank, 
marked R/D. Jan. 4—Purchased from R. Lawson, 2 gross tins 
=. of Preserved Pears at 6s. 6d. per doz. ; Cash Sales £8 19s. ; Paid 
'T. Burton, by cheque, the bal. of his a/e. less 23% dis. Jan. 5— 
Reed. cheque from N. Carver for £80 on aje.; Sold to H. Fal- 
- eoner, 2 ewt. of Ground Rice at 2d. per Ib. ; Sent Credit Note 
_ to N. Carver for 5s. for allowance for short weight in goods sold 
- tohim on the Ist inst. Jan. 6—Bill Payable £40, due this date, 
+ was presented to and paid by the Bank. Jan. 7—Paid Wages 
im cash £19 5s. Reed. 4d. from each of 8 employees on a/c. of 
National Health Insurance; Retd. to R. Lawson, 1 doz. tins of 
Preserved Pears (damaged) purchased on the 4th inst., and 
- yeed. C/N. Jan. 8—Purchased out of Cash a new showcase 
and fittings, £18; Cash Sales, £23 ; Paid into Bank all cash in 
_ hand, less £10 retained. (Total Balances, £6094 12 6.) 


Fix. 2, From tho T.B. extracted from the books of Angus 
MacAdam and John Westrum, prepare Trading and P. & L. 
Ajes. and B/S. for the year ended 3ist Dee., 1912. Adjustments: 
Depreciation on Land & Buildings 24%; on Plant & Machinery 

~. 10%. ‘The Res. for Doubtful Debits is to be increased to 5% on 
the Sundry Debtors. Unexpired amounts to be carried for- 
ward :—Rates £27 1s. 9d. ; Insurance £16 7s. 9d. The Partner- 
ship Agreement provides :—(!) That 5% per ann. shall be 
allowed on Partnership Cap. (as a charge to the P. & L. A/e.), 
and that such int. shall be credited to the Partners’ Drawing 
 Ajes.; (2) That a Partnership Salary out of Net Profits (if and 
as rnade) of £300 per ann. shall in the first instance be credited 
to Westrum’s Drawing A/e.; (8) That the Net Profit (if any), 
after providing for the aforesaid Pariner’s Salary, shall be 
divided between the partners pro rata to the amounts at the 
credit of their Cap. A/cs., and shall be credited to their Draw- 
ing A/cs. Stock, 81st Dec., 1912, £1,991 7s. 6d. 


i 


Dr. Balances— Dr. Balances continued— 


<a A.MacAdam,Dwg.A/c. £1000 - - Maries ss des eee. £666 8 - 
J. Westrum, Dwg. A/c. 300 = — Discount A/e......... 39 4 1 
Land and Buildings .. 4960° - ~ Cash in hand ..... ow SOLS 3 26 
Plant & Machinery .., 1086 10 — Cash at Bank ....... - 655 9 4 
Stock, ist Jan.,1912 2019 3 7 9 
Debtors sa. s.5-<62 -- 1596 15 - | Gr. Balances— 
Purchases 20 sack. ee 9284 1 6 A. MacAdam, Cap. A/e. 6000 - — 
Returns Inwards ..... 870 2 - J. Westrum, Cap. A/e. 2000 -— = 
General Expenses .... 150 8 — Creditotiicc acs tones 1362 138 8 
Manufacturing Wages 2091 15 7 Res. for Doubtful Debts 66 3 -— 
Rates & Taxes ....... 167 4 9 SALES’ Reh ana ks scale note ote 4274 6 6 \ 
Insurance............ 66 9 7 Returns Outwards .. 870 2 - 
ManufacturingExpenses 225 10 4 SISCOUNG woz scapes eel 2918 8 


Answer.—Gross Profit £3235 3~; Net Profit £1277 12—; Bal. of 
Drawings A/c., A.M., £258 4 -; J.W., £419 8 -; Total B/S. 
£10040 5 3. 


' 
‘ 


Exereise 69. (Royal Society of Arts, Intermediate, 1914.) 


Q. 1. The undermentioned errors were discovered in the ~ 
books of John Brown & Co., Lid., affecting the year ended Dee. es 
3ist, 1913 :—(a) June 4th. A cheque received from M. Stein for 

Es £10 was posted to his credit as 10s, (6) Dee. 27th. Goods 
returned by EK. Hay, which had been invoiced to him at £17 
1Qs., were taken into Stock at £15; but the Returns were not 
entered in the books until the folowing month. (c) Oct. Ist. 
A purchase amounting to £35 10s. was entered into the Purchase 
Journal correctly, but was credited to the Personal A/c. as £30 
5s. 10d. Show what adjusting Journal entries should be made 
in order to rectify the above errors in John Brown & Co.’s books. 
Q. 2. What eonstitute the essential differences between a- 


“Trading A/e.,”*a “P. & L. Aje.,” and an “ Appropriation 
Ajo.” 9 


: Ex.1. The B/S. of the Bright Coal Co., Ltd., on ‘31/12/13 :-— 


th 
o 
o 
=) 
EP ee St Ie ee ee Cie ee 


Liabilities, Assets. 
Capital :—Nominal :-— Freehold Buildings... . 
5000 Shares of £1 each ...., £5000 | Railway Tracks ... - 2100 
Office Furniture . . es DO: 
Issued :—4500 Shares of £1 ea. Seales & Sacks 21... ....., - 130 
fully paid Ay ee ee 4500.|. Horses & Vans... ....... ss 390 
Sandry Creditors :-— ” | Sundry Debtors :— 
Blank Colliery Co. ...., £190 Wi Carteb. ca; caren oe £18 
White-Coal Oo. ......, 219 Rowton Corporation ... 328 “a 
W. Stranson .......... 35 Ve Norman ss. ies se 82 . 
SP Browitn.sncccreseire 18 bs WLS Shi ce es 23 R 
—— 453 | —— 451 : 
Bills Payable :— _ Stock on hand ...... #2. ¢ asic - 1000 4 
Dumbleton Colliery Co... ., 300 | Cash at Bank ...;......... cee ABT j 
P.& L, A/e. (balance) ....... 839 | Cashin hand .,... irwishepaianeepens 74 ; 
Open the Ledger A/cs. to record the above ; and post, through d 


the proper subsidiary books, the following tran | 
the a/es. as on 7th Jan.; 1914, bring down the balances and 


extract a T.B. All cheques paid into Bank. All purchases and 
sales on credit, except where contrary ta stated. g 


sactions ; balance 


Jan. 1—Purchased from Dumbleton Colliery Co. 100 tons of 
Steam Coal at 10s. 3d. per ton ; Sold H. Carver 6 tons of House 
Coal at 27s. 6d. per ton; Cash Sales, £18 10s. 6d. Jan. 2—Paid_ 
the Blank Colliery Co. their a/e., less £11 11s. 3d. allowance 
for short weight. Cash Sales, £9 10s. 6d.; Purchased, out of 
Cash, Insurance Stamps value 14s.; Sold to Rowton Corpora- 
tion 80 tons of Steam Coal at 20s. per ton. Jan. 3, Cash Sales, 
£21 10s. ; Reed. of Rowton Corporation, Chq. £300; Purchased 
from the Blank Colliery Co., 200 tons of Coal at 11s. 9d. per 
ton; Paid Wages in Cash, £15 9s. Received 4d. from each 
of 10 employees on a/c. of Nat. Health Insurance. Jan. 5—Bill 
Payable, £300, due this date, was presented to, and paid by, the 
Bank. Cash Sales, £19 5s.; Paid W. Stranson his a/e., by 
cheque, less 12s. for corn sacks returned ; Purchased from 8. 
Brown, 2 tons of Hay at £6 5s. per ton; Cash Sales, £18; Re- 
ceived from V. Norman his a/c., by cheque, less £3; Jan. 7— 
Cash Sales, £23 5s. 6d. Paid into Bank all cash in hand, less 
£25 retained ; Sold to Rowton Corporation, 120 tons-of Steam 
Coal at 20s. per ton. (Total Balances, £5578 2 9.) 


Ex. 2. The Speedy Motor Cab Co., Ltd., had a Nominal 


- Capital of £30,000, divided into 10,000 Ordinary Shares of £1 


each, and 20,000 6% Preference Shares of £i each. Prepare 
'frading and P. & L. A/es. for the year ended 31st Dec., 1913, 
and a B/S. Charge Depreciation on Plant & Machinery, and 
Fixtures & Fittings, at 10% per ann., and on Taxi-cabs at SOE 
per ann. Write off one-third of. the Preliminary Exs. A/c. 
Reserve for Renewals £500; for Rates owing £18 7s. 6d., for 
Insurance paid in advances £170 Is. 6d. The takings of the cabs 
on 30th and 31st Dec. amounted to £171 83. 3d., but were not 
paid in by the Drivers until Ist Jan. Stock, 3lst Dec., 1913, 
£1486 10s. 9d. 


/ 


Or, Balances— Dr. Balances continucd— 


Calls in arrear on Pref. Training Drivers...... £103 5 4 
SHaTeS .. 2. es eee ee £8 10 - Washing&CleaningCabs 2606 38 2 
Stock, Ist Jan., 19138 1305 8 7 Repairs f. 00s wee es we 1810 12 5 
Cash in hand ,....... 28.9 33 Rent, Rates & Taxes 953 8 7 
Salaries .......00- oe 1187 10 3 Lighting ......+s-s0 189 5 4 
MP VECS «55 ag cine vee ne 45906 3 11 Directors’ Fees ...... 250 -=< = 
UImsurance......-.-+e> 152° 38" — Preliminary Expenses 458 9 §6& 
General Expenses .... 278 9 - Legal xs. & Audit Fee 102 5 3 
Plant & Machinery .., 1451 9 - 
Vixtures & Fittings... 1126 17 - | Gr. Balances— 
axe O88. vvaicc cess 28000.°-— = Ord. Share Cap. A/c. 10000 - - 
ODUOTS) << ois5 sce ole bina 89 17 3 Pref Share do. 18267 che 
P.&L.A/c.81stDec..1912 748 3 5 Bank Overdraft ...... 603 5 4 
Rent of Taximeters 465 10 . Cab Marnings ........18697 19 5 
) Licenses ......-..+- 312, 8 = Creditors ....+.2+00+: N1LO Zoe 
Petrol (less Payments by Res. for Renewals, 1st 
SDILVGES) ese ce == t 874 8 6 pPatliseL Obs wroese cinlyone 00. .-.= 


Answer.—Gross Profit £8852 16 10; Net Profit £1330 8 -; 
Total of B/S. £31172 9 &. 


a) ee 
Exercise 69a, (Royal Society of Arts, Intermediate, May, 1915.) 


Q.1. Explain the terms :—(a) Company, (b) Unlimited Com- rs 3 


pany, (c) Limited Company. Q. 2. On Oct. 1, 1914, M. Andrew, ~ 
_ who owed you £100 accepted a B/E. at 1 month for the amount — 
Andrew failed to meet the Bill when it came due, and the 
expenses incurred (5s. 6d.) were debited to your current a/c. by 
your Banker. Give the Journal Entries which should appear in 
- your books. —- 
Ex. 1. Bloomfield, Parker & Co., Ltd., Produco Dealers, 
incorporated on Jan. 1, 1912, have a Nominal Cap. of £20000, 
divided into 10000 Ordinary Shares of £1 each and 10000 5% 
Pref. Shares of £1 each. 3000 of the Ord. Shares and the whole 
of the Pref. Shares were issued and fully called up. After clos- 
ing the books as on Dec. 31, 1914, and preparing the Company’s 
P. & L. A/e., the following T.B. was extracted on Dec. 31, 
1914 ;— 


Dr. Balances— Dr. Balances continned— 
Calls in Arrear on Pref. Shares £200 Cash at Bank—Current A/c. £1519 
- Horses, Carts and Motor Vans 4460 Deposit A/e. 3300 
Fixtures, Fittings & Furniture 1293 Cash in hand 60 
Sundry Debtors :—F. Barry.. 68 | or. Baianoes— 


H. Sells .. 142 Ordinary Share Capital .... 3000 


ey 


K. Murray 34 Preference Share Capital.... 10000 

M. Christie 56 Sundry Creditors :— < 
Stock on hand, Dec, 31,1914,. 3312 HW alpole:se ores ae 65 
B/R.(F.Barry, due Jan.3,1915) 600 F. Thompson ........... 178 
Pref. Share Div. A/c. for In- + MOSS. ongeses eeeS 197 
terim Div. due & paid July P.& L. A/e. Bal. 31/12/14 .. 1699 
a De eer eae 245 Reserve for Income Tax 159 


cheque for £50; Purchased new Motor Van for £320, and paid 
for it by cheque of same date; Sold EH. Sells 3 cwt. of Refined 
Barry gave a new acceptance dated 
Jan. 4, payable one month after date, for £600 plus int. at 5% 
per ann.; Jan. 5, Sold to M. Christie, 1 ewt. of Cocoa at 1s. 2d 
per Ib. ; Received cheques from H. Sells and K. Murray for the 
balances of their a/cs, as on Dec. 31, 1914, less 5% dis. ;- Paid 
Telephone A/c., £5 6s. 7d. ; Received cheque for £100 on a/c. of 
Calls in arrear. = 
(Lotol Balances, £15026 i 16.) 

Ex. 2. A. Adams and B. Rrooks were in business as manu- 

facturere, and shared profits und losses-—as to two-thirds to 


oR aouy pertain Sind ce bea 


383 


Adams and one-third to Brooks, On Dec. 31, 1914, the following 
T.B. was extracted. Prepare Trading and P. & L. A/cs. for 
the year ended Dee. 31, 1914, and a B/S. (a) 10% Depreciation 
is to be written off Plant and Machinery, and 5% off Furniture 
and Fittings, (6) 5% Interest is to be allowed on the Partners’ 
Capital and charged to P. & L. A/c., but no Interest is to be 
charged on Drawings, (c) A Reserve for Bad and Doubtful 
Debts is to be created, amounting to 5% on the Sundry Debtors, 
(d) £12 10s. is to be carried forward for Rates paid in advance, 
and £15 19s. 11d. for unexpired Insurance, (e) £25 is to be 
reserved for one quarter’s Rent due, (f) Stock, Dec. 31, 1914, 


valued at £1499 12s. 2d. 


Or Balances— | Dr. Balances continued— 

Plant and Machinery £3426 6 8 Postage and Stationery £36 19 4 
Furniture and Fittings 315 10 - Bills Receivable ...... 197 - - 
Sundry Debtors ...... 4315 6 10 Manufacturing Expenses 98 12 7 
Sales Returns ........ 247 4 6 Carriage Inwards ..... 1144 111 
Purchases ,......+.+. 7046 16 10 Stock on hand (Dec. 31, 

General Expenses .... 121 7 4 TOIS) es wens 2162 14 1 
Office Salaries ....... 314 10 — | Mannfacturing Wages 872 14 6 
A. Adams, Drawings A/e. 500 - — Cash at Bank ........ 764 7 2 
B, Brooks, = 00 - = Cashin hand ........ 2710 9 
Lighting and Heating 46 11 6 | Gr, Balances— : 
Carriage Outwards ... 127 1 8 A. Adams, Capital A/c. 5161 16 2 
Fuel and Power ...... 49 8 1 B. Brooks, 5, 95 2580 18 1 
Rent, Rates and Taxes 184 4 7 Sundry Creditors ..... 1114 15 9 
TInsurance......-..26- 62 1 6 SalGS 755s aewcscsremeleae 12472 6 4 
Discount A/c, (Balance) 19 - 6 Purchases Returns ... 119 14 - 


Answer.-—Gross Profit, £3549 8 1; Net Profit, £1630 7 33 
Total of B/S. £10000. é 

Exercise 69b. (Royal Society of Arts, Inter., June, 1916.) 

Q@.1. Explain the advantages which attach to the use of Bills 
of Exchange by Merchants, and give the form of an Inland Bill 
of Exchange for £100 payable in three months. Q. 2. State 
where the following transactions should appear in a set of books 
kept upon the double-entry system :—(a) A gas engine, valued 
at £250, taken as part payment of an a/c. amounting to £490 
owing by John Simmon, (6) The loss of a £5 note, owing to a 
street robbery committed upon the cashier. 

Ex. 1. The following T.B. was extracted from the books of 
Graves, Alexander & Co., Ltd., Furniture Manufacturers, on 
31st Jan., 1916 :— 


Dr. Balances— Dr. Balances continued— 
Dividend A/c. ...--..++++++ £300 Cash in hand .....+.2se+2++ £25 
Plant and Machinory .....-+ 419 Cash at Bank ..... ere roe 10) 
whe one tad a gestae to ee 
ek on hand (31/12/15).... iL r, Balances— 

Purchases ... f 5 : eae xe 550 1000 Ord. Shares of £1 each.. 1000 
Sales Returns ....++2erseeee 134 1000 Pref. Shares of £1 each. ..1000 
General Exs. .....-0-+-+e008 51 P, & L, A/c. (bal. 31/12/15)... 450 
Salaries and Wages ......--- 183 Purchases Returns ......++- 73 
Discount A/c. ....--seeseeee 15 Gallen. ca ceapic Welcome ee ws 860 
Bills Receivable .....--+.-+> 90 Discount A/c, ....--eseeeee 10 
Carriage ....2.ee ese e et eres g Bills Payable....-+--s+++e 40 
Phillip-Nares ....-ee eee e eee 43 Paul Lester ...+.+eceeeee were AS 
Thomas Tree ..-.eee ee ress 90 Lionel Loraine ....-- anee ee 19 
Bobert Keys .....-- Pitta tats 61 George Tate ....+s0- a desicee eke 


Open the Ledger A/es. for the above balances, and post, 
through subsidiary books, the following, in 1916 :—Feb. 1, 
Recd. from P. Nares and paid into Bank, £43 less 24% dis. ; 
Purchased, on credit, from P. Lester, Timber value £13 38. 3d"; 
Paid carriage in Cash, 9s. 7d.; Sold, on credit, to T. Tree : 
6 Dining-room chairs at £1 13s. each, 6 Bedroom chairs at 
£1 7s 6d. each, 1 Chest of Drawers, £9 9s. ; B/R. for £50 became 
due and was met; Purchased Timber for Cash, £9 18s. 9d. ; 
Paid in Cash for odd Labour, 16s. 3d.; Drew cheques in settle- 
ment of the amts. owing, as on 3lst Jan., 1916, to the three 
creditors, less 24% dis. ; Purchased, on credit, from G Tate :— 
Tapestry £17 10s., Trimmings £3 16s. 6d., Horsehair £1 4s. 5d. ; 
Sold, on credit, to R. Keys :—1 Dining-room Sideboard £9, 1 
Dinner Waggon £2 10s., 2 Overmantels at £2 15s. each. Feb. 
8, Sent Credit note to T, Tree for overcharge of £1 1s. on Chest 
of Drawers sold to him on the Ist inst. ; Drew and cashed cheque 
for £20; Advanced £10 in Cash as a loan to Frederick Hawley ; 
Reed. from T. Tree cheque for £50, which was paid into Bank. 
Feb. 4, Paid, in Cash, the following General Exs. :—Cleaning 
19s. 5d., Stationer, 15s., Travelling exs. £1 4s. 6d.; Sold, on 
credit, to P. Nares:—2 Library Chairs for £8 each, 1 Hall 
Stand £7 10s., 1 Chesterfield £15; Paid, in Cash, 19s. 6d. for 
carr. on the above goods, and charged same to Nares. Paid 
Wages, in cash, £9 16s., less Insce. deductions, Is. 4d., and 
purchased Insce. Stamps, 2s. 4d. Balance the Ledger A/es. 
‘and extract a T.B. (Total Balances £3553 1 2.) 

Ex. 2, W. Price and E. Ackworth were in partnership as 
engineers. The Partnership Agreement provided that profits 
and losses were to be shared equally, and that 5% int. was to 
be charged on Cap. but not on Drawings. On 31st Mar., 1916, 
the following T.B. was extracted. Prepare Trading and P. & 
L. A/es. for the year ended 31st Mar., 1916, and a B/S. (a) 
10% Depreciation is to be written off Plant, Machinery & Fix- 
tures, (b) A Reserve for Bad Debts is to be created, amounting 
to 25% of the Sundry Debtors, (c) A Reserve for a quarter’s 
rent (£50) is to be made (d) Insce. unexpired on 31st Mar., 
1916, was £7 3s. 4d., (e) Stock on 31st Mar., 1916, £1658 14s. 9d. 


Dr. Balances— , Dr. Balanees continued— 

Plant,Machy.&Vixtures£$5672 13 4 Discount A/c. (balance) £42 7 9 
Factory Fuel & Power 54.6 2 W. Price, Drawings A/e. 396 10 — 
Ottce Salaries Pileciear 374 10 6 E.Ackworth,Drwgs.A/e. 285 14 6 
Lighting & Heating 3050 7, Stock (31/3/15) -...... 2172711 38 
Travelling ........... ey: Manufacturing Exs. .. 26719 8 
Carriage on Sales ..... 9518 9 Sales Returns ........ 742 2 6 
Cash at Bank ........ 112°°6° 6 Tosurance.........65% 57 6 3 
Cash in hand ........ (eae) Cr. Balances—" 
Sundry Debtors ....., 4796 10 - W. Price, Capital A/c. 5696 10 - 
Purchases Soe Siri iby Ss 83829 4 1 H. Ackworth 3 3626 38 4 
Manufacturing Wages 991 9 10 Sales sacoxeu Some eek 12617 15 - 
Rent, Rates & Taxes 276 14 9 Sundry Creditors ..... 2267 16 9 
Office-Eixs: e355 271 14 4 Purchases Returns ... 317 6 7 
Carriage on Purchases 89 15 56 Bills Payable......... 642 3 


Answer.—Gross Profit £2000 13 7; Net Lose £500; Total of 
B/S. £11566 11 7 . 


™ 


“ 
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Ex. 61. 


Rey to Ex. 2. R.S.A., 1806. 


Trading A/c. of Smith & Brown, for the year 


Dr. : ended 31st December, 1905. Or. 
£ £ 
To eee, ist January, = Se 750)| By Sales .......scsccesesseersese £5400) 
HITCRASES :sascccatshoase p} Less Retur Cred | 
" Less Returns .....0000.. 200/2100 in as pane 
AS LOCK ccrsascas aceresemuionta| cS00 
» Manufacturing Wages .......0-.s00 
3, Catriage A/c. -<....... 
» GROSS PROFIT . 
£6050 
Dr. Profit & Loss A/c. for the year ended F Cr. 
3lst Dec., 1905. 
~ Ss.) 8 £ 
PEG ROU —sc.cnesnassenekensveatnevenvas woeee[d20 ~ By Gross Profit from 
5, Rent due ‘a5th December... areas 40 -| 160 Trading A/c. ......| 2580 
> , Rent for Premises) .. 
yy Rates & Taxes.........cceccsenssnnese 20 sub-let ..... Si 20 
» Gas & Water ....... 380 ,», Discounts A/e.......... 10 
» General Expenses . 270 
jpomalaries...... Ms yee 850 i 
Pe PIL” DYE EES sakes sa cowie cc verse as £ 
Add Reserve forBad Debts 107/187 - 
Less Cr, balance of Reserve .../150 -| 37 
Depreciation :-— 
Plant & Machinery 50 - 
Furniture & Bittings ... 15 -| 65 - a4 
» Interest on Capital.......-sses00 =| 175 : 
, NET PROFIT :— : 
S. Smith . ee 751 10 
R. Brown... Seasesamnseas 751 10) 1503 
£} 2610 £| 2610 
Bao Mae 


BALANCE SHEET of SMITH & BROWN, on lst Dec., 1906, 


Liabilities. ima eee ot eae Assets. £8 
SUNDRY CREDITORS ...... 6050+ 720 | Cash in hand ............ 20 
Rent, due 25th December, 1905 ... 40 Cash in Bank ............ 500 ae 
CAPITAL :— Sundry Debtors......... 2140. 


S. Smith, 1st Jan., 1905.. Lisi - 
Add Interest... - 
Add } Profit........ ee oD 


1 
Less Drawings .....-...+.. 450 


R. Brown, Ist Jan., 1905 be - 
Add Interest........-.c.0+ 


10 
- 2401 10 


Less Reserve for Bad 
and Doubtful Debts 107 2033 


Alc 
Less 5% D 
Plant & MachineryA/c. 500 


Add & Profit .....cccse0es- iA 10 Lessl0%Depreciation 60 
2826 10 Goodwill Aft....cccressee 1000 
Less Drawings .-cecseceer 400 - 1926 10 43828 
Z £5088 £6088 
siehale — 


x. 68. Key to Bx. 2 R.S.A., 1908. : 
Dr. Profit & Loss A/c. for the year ended 8lst Dec., 1907. Cz. 


s.| & Ss. (- 
6856 HI By Gross Profit 
250° - - brought from 
2640 - Trading A/c...) 86160 — 
1500 - 
100 - > 
1800 - 
Add bia AIS, cone & 2625 - | 
Less Cr. bal, of Reserve ......| 2600 -| 595 -|| / 


» Interest and Bank Charges...... 350 - p : 

» Depreciation :— - 
Land & Buildings ....,..........| 687 10 
Meenines & Plant........ : 
PAtOntecAweseccsescessscsicersssevel) 000 >< -Od0S510 


“gp Directors’ Fees .,....ccccccsceseoess 500 - 
wo NETSPROFIT «ccccnsicescess 0/0, 18261 10 je E 
£36150 - £| 36150 
Rice | ——— 
rete fs. Se ay 
To Remunerzation to Managing By Net Profit brought down., fom 10 
Director, 10% of the Net = Balance from 1906............| 750 
Prohtra sete teow samae ~ 3 
wy Reserve Fund Aje. .........0. 
», Amount for Distribution ., “hese 7 : 
3 £/19011 10 £/19011 10 
= —————— os 


~<s=—— 


BALANCE SHEET of a MANUFACTURING CO., Ltd., 
on 3lst Sees 1907, 


Capital & Liabilities. Assets. < 
£ 3s. £. 8, £=— 8, 
NOMINAL CAPITAL: Land & Buildings ... 22250 - 
35000 00 Ordy. Shares of £10 each 156000 Less 8% Depreciat’ n 667 10 21582 10 
ISSUED & PAID-UP CAPI TAL: Machinery & Plant... 35600 - 
9600 say. Shares of £16 Less Depreciation... 2186 - 33464 - 
BACH esses ssscssatecesss sree B - —— 
Reserve Fund, 1 Jan. 1907 6000 Patents = seyssyocsscbees 5000 - 
Add Amt. from P. & L. Less Depresiation... 600 - 4500 - 
A/c. 3lst Deo., 1907... 2500 7500 - SSE 
-——- Stocks 23700 - 
SUNDRY CREDITORS 21750 - | Sundry Debtors ...... 52500 - 
Directors’ Fees ............ 500 - | Less Reserve) an 
Managing Director's Bad Debts ........, 2625 - 49875 - 
Remuneration 1826 8 
BALANCE from P. & L. Cash at Bank ........ 2990 - 
Ajc. for Distribution ... 14685 7% | Cashin hand ..... 150 - 3050 - 
Insurense Prepaid... 90 - 
£196261 10 ~ £18624] 10 
Wn 


NS 
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Exereise 69¢. (Royal Society of Arts, Inter., May, 1917.) 

1, What is an “ Account Sales ?”? By whom is it prepared ? 
Give an example. 2. A. Chandler owed L. Owen £160 6s. 6d. 
on Ist Jan., 1917. On 2nd Jan., Chandler gave a bill at three 
months for the amount due. The bill was dishonoured at 
maturity, but renewed, plus £2 for interest, at one month. Give 
the entries to record these transactions in L. Owen’s books. 

Ex. 1. A. Starling, boot factor, has on 3lst Dec., 1916, the 
following Assets and Liabilities -—Assets:—Furniture & 
Fittings, £148 10s. ; Stock, £649 12s. 6d.; Bill Receivable (due 
Jan. 5) £50; Sundry Debtors :—The Grosvenor Shoe Co., £29 
3s. dd.; A. Foot & Son, £19; J. Richardson, £20 7s. 8d.; Cash 
at Bank, £194 6s. 6d.; Cash in hand, £4 3s. 1d. Liabilities -— 
Loan, £200; Sundry Creditors .—A. Hall & Co., £49 10s.; B. 
Bamforth, £27 3s. 4d.; Paris Footwear, Ltd., £95 16s. On Ist 
Jan., 1917, he took B. Sparrow into partnership. In accordance 
with an agreement, the latter paid £500 for a half-share in the 
business, one-half of which was credited to his Cap. A/e., and 
the balance paid out to A- Starling. Open Ledger A/cs. to 
record A. Starling’s position on 31st Dec., 1916, and, assuming 
that the partnership arrangements were duly carried out on Ist 
Jan., 1917, post through the proper subsidiary books the 
following, in 1917 :—Jan. 2. Recd. from the Grosvenor Shoe Co. 
a cheque for the amount due by them, less 24% dis. ; Sold on 
credit to-J. Richardson, one gross pairs of ladies’ shoes at 7s. 9d. 
per pair, and half a gross pairs of children’s shoes at 3s. 6d. 
per pair; Paid by cash 3s. 6d. for window cleaning ; Jan.” 3. 
Purchased on credit from A. Hall & Co., 3 gross pairs of ladies’ 
shoes at 6/- per pair, and paid them the amt. due on 31st 
Dee. by cheque, less 5% dis.; J. Richardson returned, as being 
imperfect, 14 pairs of children’s shoes, sold him on the 2nd inst. ; 
Sold on credit to the Grosvenor Shoe Co., 4 gross pairs of 
men’s boots at 12/9 per pair ; Transferred £250 to Deposit A/c. ; 
Jan. 4. Pd. by cash, carriage 15/-, and stationery 12/6; Drew 
and cashed cheaue for £10 for office purposes ; Purchased on 
credit from B. Bamforth, 3 doz pairs of men’s slippers at 3/- 
per pair, and paid him £20 on a/c. by cheque; Jan. 5. Bill 
Receivable due this day was duly met, Sold on eredit to A. 
Foot & Son, 1 doz. pairs of men’s boots at 14/6 per pair, and 
2 doz. pairs of ladies’ boots at 12/- per pair; A. Starling drew 
a cheque for £10 for private purposes ; J. Richardson pd. his 
a/c., less 24% dis.; Jan. 6. Pd. wages in cash, £4 10s. ; Sold 
for cash, 2 pairs of boots at 15/- and 17/6 respectively ; Gave 
Paris Footwear, Ltd., a bill £50 at 3 m/d. and pd. them the 
bal. of their a/c. by cheque less 5% on the whole amt. due to 
them on 3ist Dec. Pd. Office Exs. by cash 14/9. All amia. 
recd. were pd. into the Bank on the day of receipt. Balance the 
Ledger A/cs. and extract a TB, N.B.—No P. & L. A/e. or 
B/S. is to be given. (Total balances, £1527 TA) 

Ex, 2. On 3ist Dac., 1916, the following T.B. was extracted 
from the books of the Call Manufacturing Co., Ltd. Nominal 


Ree lhe ear eas 


. Boa FS ot ee 
Cap. of £20000, divided into 20000 Ord. Shares of £1 each, 
Prepare Trading, P. & L: A/es., and B/S. (a) 10% Depreciation = 
is to be written off Plant & Machy., and 5% off Furniture & ca 
Fittings. (6) The Reserve for Bad Debts is to be made up to 
an amt. equal to 5% of the Sundry Debtors. (c) Insurance un- 
expired on 31st Dec., 1916, was £5 10s. 6d. (d) A portion of the 

premises owned by the Co. was sub-let, as from 1st July, 1916, 

Q at an annual rental of £50, but no rent has been pd. by the 
tenant or passed through the books. (e) The Stock on 31st Dec., 
1916, was £4402 Is. 5d. 


Dr. Balances— Dr. Balances continued— 
Final Call A/e. ...... £250 - — Travelling Hxs. .,... £96 4 11 
Freehold Premises... 3200 ~ — Plant & Machy....... 1942 13 4 
Rates, Taxes & Insee. 47210 7 Repairs (iste ele -les onl 89 14 9 
Office & Management Furniture & Fittings 134 6 8 
Salaries ..0....5.. 1292 10 6 Cash at Bank ....... 246 9 10 
Office Hxas') os. vk 217.14 11 Cash in hand ....... a 4s 
Manufacturing Exs. 192 -— 4 Cr. Balances— 
Stock, 31st Dec., 1915. 371419 —- Cap. A/e. (16600 Shares ; 
Manufacturing Wages 6901 1 9 fully called) ...... 16000 - = 
Purchases”. ..5..50.. 10617 15 4 P. & L. A/je. (Bal.) 
Returns inward ..... 307 12 9 31st. Dec., 1915 se 217 5 - 
Carr. on Purchases .. 471.10 4 Dis. Aj/e. (Bal.) ..2.. 14°37"'3 
do. on Sales ...... 314 - 11 Sales 2 oot ev cutee athe 20314 17 10 
Sundry Debtors ..... 8617 5 - Returns outward .... 196 19 5 
Factory, Fuel & Power 172 19 5 Sundry Creditors .... 3410 5 9 
Lighting & Heating 7416 1 -Bills Payable........ 984 8 1 
Goodwill sa.. sere cine 2000 -— = Transfer Fee ....... =. 2 
Audit Fee & Legal Exs. 124 Reserve for Bad Debts 315 9 4 


4 9 ]° 
Answer.—Gross Profit, £2535 19 9; Net Loss, £417 5; Total 
of B/S., £20144 13 10. 


Exercise 69d. (Royal Society of Arts, Inter., May, 1918.) 


1. What is meant by the term “ Solvency ” as applied to a 
trader? Submit a pro forma statement demonstrating a 
condition of solvency. 2. Hugh Dickson accepted a bill 
(No. 141 for £30) dated Ist Jan., 1918, drawn on him by M. 
Ravary, payable in three months at the Union Bank, Ltd., 
London, E.C. Prepare this document as it would appear when 
duly accepted, and state the tenor and due date of the bill, 

Ex. 1. Hugh Dickson has, on Ist Jan., 1918, the following :— 
Assets :—Sundry Debtors :—George Roberts, £159 10s. ; William 
Shean, £92 4s.; Oliver Bell, £71; Cash at Bank, £185 10s. 8d. ; 
Cash in hand, £9 17s. 4d.; Loan to W. Olivers, £160; Stock, ° 
£421 8s. 7d.; Plant & Machy., £841.  Liabilities:—Sundry 
Creditors: Arthur Robertson & Co., Ltd., £524 10s. 8d.; 
William White & Bfos., £185 10s.; Bill payable (due 8rd Jan., 
1918), £152. Dickson took his brother George into partnership, 
the latter paying in £500 as capital. Open Ledger A/es. to 
record the above and post-through the proper subsidiary books, 

sthe following :—1918. Jan. 1. Drew and cashed a cheque for : 
petty cash, £20. Purchased, for cash, stationery, £3 8s. 6d. ; ee 
stamps, £1 10s.; and string, 10s. Jan. 2. Purchased, on a/e.; » 
from A. Robertson & Co., Ltd., goods, £150, less 10% trade dis, 
Jan. 3. Instructed Bankers to pay the bill payable due this 
day. Reed. from W. Olivers half-year’s int. on his loan at 5%, 
less income tax at 5/- in the £, Jan. 4. Accepted a bill at 
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their a/c. Jan. 5. Purchased, on credit, goods from R. 
Ravary & Sons, £221 18s, 6d. Sold goods, for cash, £10 15s., 
and paid same into the Bank. Jan. 7. Returned damaged 
goods to R. Ravary & Sons, £10 12s. 6d. Jan. 8. H. Dickson 
drew cheque £25 for private purposes. Jan. 9. Sold, on 
eredit, goods to George Roberts, £284, less 5% trade dis. Jan. 
10. _Paid wages, in cash, £9 10s. Jan. 11. Purchased, on 
eredit, from the Blank Machinery Co., new machine, £200. 
Jan. 12. George Roberts paid the a/e. due from him on Ist 


- Jan., less 24% dis. Jan. 15. Sold, on credit, goods to O. Bell, 


£150. Jan. 17. O. Bell returned goods, £12 10s., as not up to 
sample. Paid A. Robertson & Co., Ltd., by cheque £200 on ale. 
Jan. 21. Sold goods, for cash, £12 18s, 6d., and paid same 
into the Bank. Jan. 22. Drew and cashed cheque for Petty 
Cash, £20. Paid, in cash, wages, £19 15s. 8d., and Repairs to 
Machinery, £8 6s. 8d. Jan. 24. Recd. cheque from W. Shean 
for: the amount of his a/c., less 5% dis. Jan. 25. Purchased, 
by cheque, £250 5% National War Bonds. Balance the Ledger 
A/es. and extract a T.B. No P. & L. A/e. or B/S. is to be given. 
(Total Balances, £3030 16 1.) 

_ Ex. 2. George McArthur was in business as a dealer in 
cinematograph films and sundries. On ist Jan., 1917, he 
admitted his manager, Robert Smart, into partnership on tho 
following terms :—Each partner was to be allowed 5% interest 
on Capital (to be credited to his drawings a/e.), but no interest 
was to be charged on drawings. Smart’s drawings a/c. was to 
be credited with a salary of £250 p.a. if the profits were sufficient 
after charging int. on capital. Profits and Losses were to be 
shared as to two-thirds to McArthur and one-third to Smart, 
and dealt with through the drawings a/cs. On 31st Dec., 1917, 
the following T.B. was extracted. Prepare Trading, and 
P. & L. A/es. for the year ended 31st Dec., 1917, and a B/S. 
(a) Depreciate Lanterns & Electrical Plant 25%, Furniture & 
Fittings 10%. (6) The item * Purchases” includes the cost of 
a film projector, £100, and this item should be transferred to 
“Lanterns, ete., A/c.’’ (c) The stock of films and sundries on 
31st Dec., 1917, was £7924. (d) The reserve for bad debts is 
to be made up to an amount equal to 5% on the Sundry Debtors 
as on 3lst Dec., 1917. (¢) The office expenses a/c. includes 
insurance premiums, £40 of which represents unexpired risks, 
which should be carried forward. 

Dr.Balances-——G. McArthur, Drawings A/c. £562; R. Smart, Drawings A/c. 
£260; Steck (1/1/17) £6842 ; Lanterns & Hlectrical Plant £400; Furniture & 
Fittings £350; Purchases £10874; Sales Returns £201 ; Showroom Wages 
£982 ; Office Salaries £876 ; Sundry Debtors £8260 ; Cash at Bank £321 ; Cash 
in hand £10; Shares in Picture Theatre Co, £2000; Bills Receivable £421 ; 
‘Allowances to Film Renters £138; Showroom Expenses £3425 Advertising 
£1840; Carriage Outwards £243 ; Travelling Hxpenses £195 ; Showroom Rent 
and Rates £189; Office Exs., Rent Rates & Taxes £944 ; Electrical Current 
(Showroom) £124; Bad Debts $246. Gr. Balances—G. McArthur, Cap. A/c. 
£6000; B&. Smart, Cap. A/c. £1000; Purchases Returns £387; Sales of Sun- 
dries £3204; Rents for Film Hire £13278; Res. for Bad Debts (1/1/17) £350 ; 
Discount & Allowances A/c. £182 ; Dividend on Shares £200 ; Sundry Credi- 
tors £5968 ; Rents recd. from Sub-Tenants £50; Loan from Bankers £6000. 

Answer.—Gross Profit, £5339; Net Profit, £507; Total of 


B/S., £19253. 


‘\ 


Summary of Income Tax Alterations 


included in the Finance Aet, 1920, for the assessment of incomes 
for the financial year 1920-21, the first instalment of the tax 
being due on the Ist Jan., 1921, and the second instalment on 
the Ist July, 1921. - : 


The STATUTORY or GROSS INCOME of an individual is that 
derived from all sources and liable to be brought into account 


and disclosed to the Inland Revenue, whose financial year runs 
from 6th April to the following 5th April. ' j 


The ASSESSABLE INCOME is that which is earned by an 
individual, minus one-tenth (not exceeding £200), plus the whole 
of the unearned or investment income. 


The TAXABLE INCOME of an individual is that upon which 
tax is charged, and is ascertained by deducting from the assess- 
able income the statutory abatement of £135 for a single person ; 
and £225 for a married couple, also the allowances in respect of 
children, dependent relatives, or housekeeper. The wife's 
allowance may be-increased by nine-tenths of any earned income 
she has up to a maximum of £45. 


The STANDARD or FULL RATE of TAX at present is six 
shillings in the £, Only 3/- in the &, being half the standard 
rate, is ‘chargeable on the first £225 of taxable income, and the 


full rate of 6/- on the remainder of taxable income, whether 
earned or unearned. 


EXEMPTION from liability for income tax is afforded to 
every single person whose total income does not exceed £150 
if all earned or £185 if all unearned; and to married couples 
whose total income does not exceed £250, if all earned, or £225 
if all unearned. — Married couples with children and earned 
income only are also exempt from tax up to £290 for one child ; 


£320 for two children; £350 for three children ; £380 for four. 
children. 


CHILDREN. ‘The allowance from the assessable income is 
£36 for one child, and £27 for each additional child, under 16 
years of age, or in attendance at school at the commencement 
of the financial year. But no allowance is made in respect of 
a child who has, in its own right, an income (excluding scholar- 
ships) exceeding £40 a year. 


DEPENDENT RELATIVE. An allowance of £22 10s. from 
the assessable income is made in respect of the maintenance of 
a widowed mother; or a relative incapacitated by old age or 


infirmity from maintaining himself, and whose income does not 
exceed £50 a year. 


HOUSEKEEPER. An allowance of £45 from the assessable 
income is made in respect of a resident female relative of a 
widower or of his deceased wife, for the purpose of having the 
charge and care of his ehildren. This allowance is also made 
fo an unmarried person who has living with him his widowed 
mother or other female relative maintained by him to look 


LIFE ASSURANCE PREMIUMS. An allowance of tax is 
made in respect of premiums, not excecding one-sixth of the 
total Income, where such premiums do not exceed seven per 
cent. on each separate policy of the sum assured. This relief 

is limited to policies securing a capital sum on death, whether - 
he in conjunction with’ any other benefit cr not. Only half the 
# standard rate of tax (3/- in the £) is allowed on premiums in 


= 

4 after his younger brothers and sisters. 
Bex 

$ 


respect of policies taken out after 22nd June, 1916. 


On 


$ insurances created before that date half the standard rate of 
< tax (3/-) will be allowed where the total income does not exceed 
: £1000; three-fourths the rate of tax (4/6) where the income 

does not exceed £2000; and the standard rate (6/-) where the 


ch income exceeds £2000. 


EXAMPLE showing taxation of the income of a married 
eouple, with three children under 16 years ofage. The husband’s 
income from earnings is £400; from investments, £200; and 

~ he is insured for £500 at a premium of £20 a_year. The wife’s 


she is insured for £250 at.a premium of £8 a year. 
Harned Income, £400 + £200 


2 income from earnings is £200; from investments, £100; 


and 


Lesa 10 per cent. 06... cece eee eee eee 60 


—— £540 — 


Unearned or Investment Incomes, £200 + £100 


Less Statutory Abatement .........5. eae £22 


300 


= ,, Allowance on Wife’s earnings .......... 45 
; 3 Children, £36 -+ £27 + £27 ......... 90 


Taxable income 


5 


Income Tax on £ 


225 @ half standard rate, 3/-inthe£.. £33 
1» ~~. 9 ~0n £255 @ 


£110 
Less Allowance for Assurance premiums, £28 @ 3/- 
2S YES Sal race Bre genoa pets tole Ree eeT ta eee ae 


Total Tax payable ...... £106 
Tax deducted at source on investment income ,... £90 


Net Tax payable to the Local Collector ......... . £16 


full standard rate, 6/-inthe£.. 76 


Is. 


Is. 


RATES of SUPER-TAX. 


in addition to the Income Tax of 6/- in the’£ 8. d. 
On each £1 between £2001 and £2500, inclusive . ¢ ISEG: 
2 £2501 ,, £3000, a a 2 - 
=f > £3001 ,,. £4000, 5 s5 2 6 
= A £4001 ,, £5000, oe aS 3 - 
ey A £5001 ,, £6000, = 3. «6 
= ea £6001 ,, £7000, a 4 = 
BS ; £7001 ,, £8000, ea 4 6 
5 5 £8001 ,, £20000, < 5 = 
i ie £20001 ,, £30000, 53 R35 5: bac OO 
a Fe) £30001 ,, above, _—_,, HS i a 


E.Claims for repayment of tax must be transmitted to the 
Secretary, Inland Revenue (Claims Branch), Cecil Chambers, 
86, Strand, London, W.C. 2, within three years of the end of the 
financial year to which they relate. > 


’ 


“No exemption, abatement, or relief is given to any person 
resident cutside the United Kingdom in respect of any income 
within the U.K., however small. A non-resident, however, is 
not required to pay tax in respect of foreign or colonial 
securities, and where tax has been deducted, through payment 
of the interest having been made by an agent in the U.K., 
repayment may be obtained. ‘ 


The CORPORATION PROFITS TAX of 1/=in the £ is imposed 
on the profits of Limited Companies and Corporations engaged 
in trade or transactions of a similar character, arising in any 
accounting period ending after the 31st December, 1919. The 
profits of Co-operative Societies are included, but not amounts 
returned to purchasers ag a, dividend or bonus in proportion te 
their purchases. 


The first £500 of profits is exempt from this tax, which must 
not exceed 2/- in the £ on the total profits, after deducting 
any interest or dividends paid at a fixed rate on any debentures, 
preference shares limited to dividends at a fixed rate, or per- 
manent loans issued before 20th April, 1920. 


Deductions are allowable from the profits for interest on 
borrowed money, rent and royalties, depreciation, renewals and 
excess profits duty. - The deduction for the remuneration of any 
director, manager, or other person concerned in the management, 
must not exceed £1000 per annum. 
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INCOME TAX, 


301. The INCOME TAX, which comes under the 
head of inland Revenue in the fiscal system, is a direct 
imposition, in the form of poundage, payable upon 
the annual value of property and the annual 
profits or gains of any profession, trado, employ- 
ment, or vocation earried on or exercised in the United 
Kingdom, by any person whatsoever and wheresoever 
residing, and also on the profits of trades carried or 
elsewhere than in the United Kingdom, if carried on, 
actually or constructively, by any person, resident in 
the. United Kingdom. It will thus be seen that a 
resident in the U.K. is taxable on the whole of his gains, 
whether arising in the U.K. or abroad; bit a non- 
resident is taxable only on gains arising in the U.K. 
Tax is also payable on all interest, rents, anntiities, 
pensions, stipends and other annual. profits, except in 
respect of wound and disablement pensions, and aiso in 
respect of the income or profits of Colleges and halls 
of Universities, Hospitals, Public Schools, Almshouses, 
Literary or Scientific Institutions, registered Trade 
Unions or Friendly Societies, Trustees’ Savings Banks, 
and Industrial and Co-operative Societies ; although 
the latter are assessable under Schedule A for Property 
Tax. Interest or rents vested in trustees for charitable 
purposes and applied to charitable purposes are also 
exempt, but profits so applied are not. 

302. While on matters of fatt the decision of the 
Commissioners is final, this is not so on a point of law, 
upon which the opinion of the High Court may be 
required if dissatisfaction be expressed by either party. 
it must always be borne in mind that the object of 
Parliament is not so much the person as the source of 
the income itself. In other words, Parliament sceks 
the tax where the income is actually produced or 
originates, before any distribution of profits, and totally 
regardless of the persons among whom such income is 
to be distributed, therefore the profits, however small, 
of Gorporations and Companies are taxed at the 
higher rate in their entirety bedore distribution among 


the shareholders. But the profits of Companies are 
not chargeable with Super-T'ax, which can only be 
levied on the incomes of individuals. Further, the tax, 
at the higher rate, is deducted on payment of interest 
by the mortgagor to his mortgagee ; on payment of rent 
by a tenant to his landlord or lessee ; on payment of 
royalties on minerals or patents to the owner or 
patentee. The general basis of assessment thus being 
to tax income at its source, the actual payer of the tax 
has the right to deduct the amount from the next*pay- 
ment he may make to the person enjoying the income. 
In practice this is found the most convenient course to 
pursue, and the comparatively few cases in which the 
actual person enjoying the income is entitled to claim 
exemption or abatement may be dealt with later on by 
the Claims Branch without ‘adding materially to the 
work of the Inland Revenue, Cecil Chambers, 86. Strand, 
London, W.C, 2.. There are two rates of tax, the 
standard or fuil rate (at present 6/- in the £), and half 
the standard rate (3/- in the £) chargeable cnly on 
the first £225 of the taxable income of an individual, 
after deducting the statutorv abatement and allow- 
ances, 


$03. A Graduated Super-Tax is charged on incomes 
exceeding £2590 per annum, in so far as such incomes 
exceed £2000; thus, an income of £12500 would he 
assessed to Income Tax in its entirety at 6/-in the £, 
and to Super-Tax on £10500 only as follows :—£500 
at 1/6, £500 at 2/-, £1000 at 2/6, £1000 at 3/-, 
£1000 at 3/6, £1000 at 4/-, £1000 at 4/6, and £4500 
at 5/-. The assessment for the Super-Tax is, gener- 
ally speaking, based upon the Total Statutery Income 
of the individual taxpayer for the preceding year, 
estimated in the same manner as the total income 
from all sources is estimated for the purposes of 
exemption or abatement under the Income Tax Acts. 
Except that Life Insurance Premiums may not be 
deducted in computing the amount of the taxable 
income. Wound and disablement pensions arising out 
of war services are exempt from Super-Tax. 


Statement of Statutory Income of Thomas Thorp, 
for the year 1918-19, for Super-Tax, 1919-20. 


Business Profits; Share of Assessment, 1918-19 .... £6300 


Net Annual Value of Houses... ............00000 . 250 

Gross Dividends on Investments ................. 1600 

Directors’; Weesea satee g ciaivns So eo ek Eee tn OU 

Gross Income-of Wife .......... Sn Sas ee 420 

Income from all sources ...........ccccsecevcccuc £9130 

Less Annual Charges :— 

Ground Rent ...... metre fctine cuca £50 
Interest on Mortgago ..... See: sea» 150 

—- 200 

Total: Income which determines payment of Super-Tax 8930 

Less Statutory Allowance ............cccceee -- 2000 

Amount upon which Super-Tax is payablo ........ £6930 


304. The most important factur in producing correct 
returns for Income Tax and in convincing the officials 
and Commissioners is an adequate system of Book- 
keeping. There is little doubt that nine-tenths of the 
disputes between the public and the authorities arise 
from inefficient methods of account-keeping, and the 
consequent inability of the taxpayer to prove his exact 
profit. It must be remembered that while the Com- 
missicners cannot compel the production of a trader’s 
account books in order to substantiate his Statement of 
Income, he would be prejudiced by a refusal to do so, 
and might suffer by an excessive assessment in con- 
sequence. 


305. There are in all five schedules under which 
income tax is assessed. SCHEDULE A, or Property 
Tax, sometimes called the Landlord’s Property Tax, 
because it is ultimately borne by the owner, relates to 
incomes, rents, royalties, tithes, profits of manors, fines 
on renewals of leases, &c., derived from the ownership 
of freehold, leasehold, and copyhold land and buildings. 
The tax payable in respect of the income from quarries, 
mines, &c., is assessed under Schedule D, see par. 313. 
The actual annual rental is the basis of the charge, but 
if in the occupation of the owner, then the poor-rate 


~ 
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assessment is generally taken as the basis. When a 
tenant bears the cost of repairs the rent does not repre- 
sent the full annual value, and an addition must be 
made thereto for the purposes of the gross assessment. 
For instance, a house rented at £60 per ann., where 
the tenant bore the cost of repairs, was assessed at 
£66 per ann. Deductions are allowed for Sea Walls, 
Land Tax, Tithes, Public Drainage Rates, and Tenant’s 
Rates, as well as one-erghth part of the rental in the 
case of lands (including farmhouses let and buildings) 
and one-sixth in the case of houses and buildings 
(exclusive of farmhouses let) to cover the cost of 
repairs. If the occupier, being only a tenant, pays 
this tax, he is entitled to, and must, deduct the 
same from the next payment of rent to his landlord, 
otherwise he will lose the right of deduction. In 
the case of dwelling-houses of a less annual value 
than £10, and of lands or houses let for a less period 
than one year, the assessment under Schedule A is to be 
made on the landlord. Where an owner of farms, or of 
fouses not exceeding an annual value of £52, can 
show that he has expended on replacement, mainten- 
ance, repairs, insurance, and management, according 
to the average of the preceding five years, more than 
one-eighth of the annual value of land, and one-sixth of 
the annual value of cottages, he is now entitled to a 
repayment of the amount of duty on the excess. 
The object of this concession is to afford relief to good 
landlords by increasing the allowance for repairs, &c., 
from 124% to 100% in respect of land, and from 168% 
to 100% in respect of cottages. The old Statutory de- 
ductions of one-eighth and one-sixth respectively will 
continue to be made as heretofore, and the additional 
allowance will only be made, by way of repayment, on 
. # declaration of the owner proving his expenditure, on 
Form No. 99 or 99b, 


306. The Assessment hooks for Schedule A are 
revised every five years. Land and buildings are 
always assessed in the place where situate, no matter 
where the owner resides. A property owner should 


remember that he {s entitled to exemption from Pro- 
perty Tax if his total income does_nct exoeed $135 per 
annum; and that he is entitled to the usual statutory 
abatement and allowances. Being unearned income 
the tax payable under Schedule A is generally at. 
the higher rate, unless the property forms part of 
the emolument of any office or employment of 
profit held by an individual, e.g., the glebe land, tithe, 
rectory, &c., of a clergyman, in which case it is re- 
garded as earned income. 

Example 1. The assessment upon a house at £16 a 


year, where the landlord pays the rates, would thus be : 
QUEL OI nies ss cnitcin win Cae ee oes £16 
Less Tenant’s Ratespaid by Landlord 4 


Gross Assessment .......... ese ke 
Less Allowance for Repairs, ith 2 


sec ceeee 


Net Assessment .........000.. £10 


Example 2. When the tenant pays the rates, the 
Assessment is based upon the actual rent payable, thus : 
Ammanria ein 5G ate 0ls ois oslo Sioielianois £16 - ~ 

Less Allowance for Repairs, 4th 2123 4 


Net Assessment .......- £18 6 28 
f13 6 8 


Example 3. Smith owns a farm let at £400 a year, 
he pays the tithe and land tax and bears the cost of 
repairs. Four cottages, eaeh of the annual value of. 
£7, are included with the farm. Smith’s assessment : 

; ne HS regi Seals eS 
Annual Rental ..... 000 e eee ce ee eeee 400 —- = 
Deductions—Tithe......-....0.... 40 = - 
ami aXe scssis one ele 3.15 - 
Repairs, one-eighth of 
£372 (£400 less £28) 46 10 


One-sixth of £28 ..... 413 4 s 
————— 94 18 4 
Net assessment in respect of the farm. . 305-1 8 
Ti Smith (married) has no other income 
he will be allowed an abatement of 225 = = 
And tax will be charged upon ..s...... £80 1 8 


en 
Allowance is made to the owner for all unoccupied 
property, or abatements from the rent, at the time of 


the payment of the tax to the collector. Form 1464 
must be filled up stating the details of the abatements, 
and the period for which the property has been empty. 
When the tenant has paid the tax in full, and deducted 
it from the rent, that portion of the tax may be 
reclaimed by the landlord in respect of which he has 
suffered any abatement or loss. 

307. SCHEDULE B, or the Farmer’s Tax, which 
is borne by the occupier, relates to incomes derived from 
husbandry, the use and occupation cf lands—farms, 
nurseries, market gardens, &c., and being earned 
income is subject to the statutory abatement of 
one-tenth. Shooting, fishing, and grazing leases, 
parks, woodlands, and ornamental grounds, are 


also assessable under Schedule B, and are legally 


unearned income, but all Schedule B assessments are 
regarded as earned income. ‘The profits derived from 
the hiring out of farm implements, also fees for the 
service of entire horses, are assessable under Schedule 
D, and are in addition to the assessment on the lands 
occupied. ‘The assessment of Nurseries and Market 
Gardens is under Schedule B, but is estimated according 
to the rules under Schedule D. On the presumption that 
the ordinary farmer does not keep a complete account of 
his transactions, the Income Tax Act has fixed his 
profit at the equal of double his annual rent, or 
‘double the gross annual value of his farm. Thus, a 
farmer paying £300 per annum is deemed to have a 
Statutory income of £660 from that source, which is, 
of course, subject to the usual abatement and 
allowances. He has, however, the option of being 
assessed under Schedule D, on the actual average 
profits of the three preceding years, provided 
notice is given, either personally or by registered letter, 
to the Surveyor of Taxes to that effect before the 6th 
June. In Scotland the time is extended to the 5th 
August. In order to procure assessment under 
Schedule D, it is necessary that the farmer should 


take stock at least once each year, and keep proper 


records of all his business transactions, so as to be able 
to produce the necessary accounts proving his actual 


profit as set forth in his Return. Where, by 
reason of flood or tempest, loss shall be sustained to 
crops, or any lands shall be rendered incapable of culti- 
vation, the Commissioners, on proof that the-owner has 
abated any portion of the rent, may abate the assess- 
ment to a like extent. Similar relief is granted where 
the owner is himself the occupier. An allowance is also 
granted by reason of rent remitted on account of 
agricultural depression See Forms No. 191 and 192, 
(pages 349-50.) = 
308. When the assessment has been fixed by the 
‘ommissioners if no appeal is made, or if an appeal to 
them succeeds, the tax charged must be paid, but if the 
sum assessed exceeds the profits, a claim to repayment 
may be made at the end of the year, or if exemption or 
the full abatement to which the assessed is entitled has 
not been allowed, repayment of the portion overcharged 
may be secured if a claim is made within three years of 
the close of the official year for which the overcharge 
was paid. Forms may be secured from Local Inspec- 
tors of Taxes on which such claims may be preferred. 
Form No. 79 -D, pp. 351-2 is to be filled up when 
making an appeal for repayment of tax charged under 
Schedule B on account of the profits falling short of the 
assessment, 
No. 191. = : 
Form of Certificate to be filled up by Persons seeking 
Relief from Income Tax on the amount of Rent 
remitted on account of Agricultural Depression. 


Couinly, Ol rave ac wi tecans ores Wier 

Division of ...... erases REED EGO 

Parish0fe «i. ea 2 ere Roar 
i | rae ee Peter tia fee sro: a ae eae 
hemp the. so. cree cp ree Oeste neous of the lands 


in the above-named Parish or Place, let to, and occupied by 
hereby certify that I have reduced or agreed to reduce the rent 
payable to me in respect of the said lands for the sum of 
£ 


» » to the sum of £ s AS , for the 
year ending the 5th day of April, 192 . 
Given under my hand this...... day. of...... 192.. 
+Insert name in full, and Signature of 
state whether Owner or wie 9 0e « ssialera ere eieterseeeeea 


Agent, If Agent state Owner or Agent 


the name and Address 
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309. SGHEDULE 6, or the Stockholder’s Tax, 


‘chargeable at the standard rate, relates to wnearned 


incomes derived from the interest, annuities and 
dividends, payable out of the Public Funds of the U.K., 
the Colonies, or any foreign state; and is generally 
deducted when the dividends are paid by the Bank of 
England and other financial houses, who have been 
previously charged under this Schedule, which is 
practically non-existent so far as the individual tax- 
payer is concerned: [If the income of the stockholder 
entitles him to exemption or abatement, it is necessary 
to apply to the Secretary of Inland Revenue, (Claims 
Branch), Cecil Chambers, 86 Strand, London, W.C. 2, for 
a return of the tax, unless it is in respect of dividends 
amounting to less than 50/- per half year, in which case 
the tax is not deducted. 


310. SCHEDULE E, or the Salary or Annuity 
Tax, relates to the salaries, annuities, pensions, re- 
muneration and fees payable to officials, directors, 
managers, secretaries, auditors, clerks, and others in 
the employment of the Church, State, Corporations, 
Public Bodies, Limited Companies. This tax is: 
charged upon the actual profits of the year of assess- 
ment. If an official receives any additional salary, 
beyond the assessment made upon him, a further 
assessment may be made for the increase. A Railway 
Co. is liable for the payment of the tax in respect 
of its employees, from whose salaries the Co. is 
empowered to deduct the same. All employers are 
under a statutory obligation to furnish a list of the 
names, addresses, wages, and other payments to their 
employees, except those whose remuneration does not 
exceed £150 per ann., and who have no other 
employment. As this Schedule relates solely to 
earned income it is subject to the statutory abate- 
ment of one-tenth. There is no provision for re- 
payment of tax under Schedule E., except on the ground 
of expenses or double assessment. A blue foolscap 
form, No. 12, is sent about May in each year by the 
District Assessor'to every person likely to be assessable 


M 


under this Schedule. L 
requesting the Return to be made within 21 days, also 


Page | contains the circular letter 


columns for the description of the office held or em- — | 


ployment followed, and the salary, fees, emoluments, 
commission or bonus received therefor. The claims 
in repect of life assurance premiums, wife, children, 
housekeeper, or dependent relatives, should be made 
on page 4. Page 2 gives instructions for filling up the 


Claim (on page 3) for exemption, abatement or relief. — 


310a. WEEKLY WAGE EARNERS earning on 
the average more than £150 per ann. for singie per- 
sons, and £250 per ann. for married couples, are 
assessed on the actual amount of their wages for 
each quarter, instead of the year. The first quarterly 
assessment becomes due on the 5th July; the 
second on the 5th October; the third on the 5th 


January ; and the fourth on the 5th April. Where © 


the amount of the tax due exceeds six shillings a quar- 
ter, it may be paid by purchasing stamps at the Post 
Office, and affixing them to a special card, which the 
collector of taxes will supply for the purpose. Where 
the amount due, per quarter, is less than six shillings, 
the amount must be paid in cash. This quarterly 
assessment, based upon returns made by the employer, 
will only apply to those engaged in manual occupa- 
tions, and not to clerks, typists, draftsmen, or in any 
other similar capacity. The usual allowance for wife, 
housekeeper, also children under 16 years of age, as 
well as the ordinary exemption, relief, or abatement, 
will be granted, as in the case of annual assessments. 
In addition to this an allowance will be made for 
contributions to a Trade Union, which are allocated to 
superannuation benefits, and there will also be an 
allowance for any abatement on account of tools, ex- 
plosives, and similar expenses incurred exclusively for 
the purposes of employment. Skilled workers, who 
are of opinion that the full amount of: deductions 
to which they are entitled are not being allowed, will 
have the usual methods of appeal. 


311. SCHEDULE D, or the Commercial and Pro- 
fessional Man’s Tax, relates to incomes derived from 


aa y Me ae 
_ Trade, Manufac 


a 


vie Tce aia So 
ture, Profess{onal practice, or Employ- 
ment, and any income not. included in the other 
four schedules. Immediately after the 6th of April in 
each year Notices are posted up in prominent places 
throughout the country, calling upon all and sundry to 
make a return of their incomes for the purposes of taxa- 
tion. Simultaneously the District Assessor forwards 
to every person or firm likely to be assessable under this 
schedule a four-paged demy buff form, No. 11, known 
as the Return for Assessment under Schedule D, the 
first page of which contains the circular letter requesting 
the Return to be made within 21 days ; and enclosing 
a separate four-paged sheet of Notes, Explanations, 
and Instructions in regard to the Return of Income for 
Assessment, Form No. 11, which sets forth the Rules and 
Regulations for calculating Profits. Page 1 of the 
Return also contains, at the foot, Section A, that a 
Return has been made elsewhere. Also Section B, being 
a Declaration to be made by a person not domiciled in 
the United Kingdom, or by a British subject not ordin- 
arily resident in the U.K. Page 2 of the Return, Sec- 
tion C, is to be used for the Statement of Untaxed 
income for assessment under Schedule D, and the 
General Declaration of the taxpayer; also for inser- 
tion of the amount claimed for the Wear and Tear of 
Machinery and Plant. Should the recipient of the 
Return have no untaxed income whatever falling under 
any of the heads enumerated on page 2, he should 
enter the word “ None” in the money column on that 
page, sign the ‘General Declaration” thereto 
annexed, and forthwith return the form to the assessor. 
Page 3 of the Return contains Section D, being the 
Claim for Exemption, Abatement, or reduction of rate 
of tax, or for relief in respect of earned income. On 
this page the Claimant must set forth every source of 
income, both of self and wife, with the amount derived 
from each source, whether tax has been paid on it or 
not; also Particulars of Charges on such Income, 
Page 4 of the Return contains Section E, the Claim for 
Allowance in respect of Life Assurance Premiums or 
payments under contracts for Deferred Annuities ; 
Section F, the Claim for Relief in respect of Wife, living 


M I 


~~ 


with her husband ; Section G, the Claim for the Relief 


allowed to a Widower, whose income does not exceed 
£800 ; Section H, the Claim for Relief by an unmarried 


person in respect of widowed mother or housekeeper ; ° 


Section J, the Claim for Relief in respect of children ; 
and Section K, the Claim for Relief in respect of 
Dependent Relatives, incapacitated by old age or 
infirmity, whose income does not exceed “£50 a year. 


312. The tax under Schedule D is charged on the 
average profits of the three financial years of the 
business preceding the year of assessment; that is to 
say, assuming the year of assessment to be 1919-20, 
ending 5th April, 1920, and that it was customary for 
the books to be balanced on the 31st December in each 
year, then the a/cs. for the years 1916, 1917 and 1918, 
would form the basis of the Return to be made in 
May, 1919. If the business has not been carried on 
three years, then the average from the start up to that 
period is taken instead. Where there has been a 
change in the proprietorship of the business brought 
about by the retirement or introduction of a partner, or 
where a business has been disposed of, the Return must 
still be based on past profits. If, however, it cansbe 
shown that since the change took place or by reason of 


it, the profit has diminished from some “ specific — 


cause,’ such as an extraordinary depression of trade, 
or where a retired partner influences trade away from 
the firm, the business is then assessed as a new one on 
the actual profit made. Where two or more partners 
dissolve, and each goes into business on his own 
account, there is, of course, no succession, each being 
treated as carrying on a new business. ; 


313. The tax on profits derived from Quarries, fron 
works, Alum Mines, Gasworks, Waterworks, Canals, 


Railways, Docks, Tolls, Markets, Bridges, Fishings, &e,, | 


is charged on the profit of the preceding year. The tax 
on profits derived from Coal, Lead, Copper, Iron and 
other Mines is charged on the average profits of the five 
years preceding the year of assessment. Application 
should be made to the Inspector of Taxes for a special 
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form upon which to make the return of income falling 
under the heads referred to in this paragraph. 


314. Before filling up the Statement of Income on 
page 2 of the Form, the Notes, Hxplanations, and 
Insiructions, issued therewith, as well as the instructions 
on the Statement itself, should be very carefully studied. 
Firms who employ auditors frequently requisition their 
services in the preparation of the Return, in many cases 
leaving the matter entirely in their hands. As a neces- 
sary preliminary to compiling the First Return for 
Assessment there should be extracted from the books a 
full and accurate copy of the Trading and P. & L. 
Ajcs. for the past three years. This three-columned 
a/c. (ruled like a three-columned Cash Book) each 
column being headed with its year, gives in one concise 
view and in comparative form all the information 
required for ascertaining the taxable profit. <A separate 
account should then be prepared showing the adjust- 
ments of the various amounts not allowed, as well as 
other charges which are allowed, after which the aver- 
age may be struck and the resulting amount inserted, 
in one item, at the top of the money column on page 2 
of the Return. Some accountants employ a special left- 
hand column on this three-columned a/c. in order to 
show in red ink the items requiring adjustment. The 
Claim for Wear and Tear of Machinery and Plant at 
the foot of the Statement of Income, and the Claims 
on page 4in respect of Life Assurance Premiums on 
the lives of the taxpayer or his wife living with 
husband ; housekeeper ; children, and dependent rela- 
tives; should be attended to where applicable. In 
preparing a Second Return there is no necessity to 
produce to the Inspector a three-years’ account, the 
statutory income of the two preceding years included 
in the last assessment, alone being required, along 
with the statutory income of the new year, for ascer- 
taining the new average. Before forwarding the 
Return to the Inspector a copy should be made thereof 
and preserved for use in case of appeal, and generally 
for future reference. 
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INCOME 
Year ending 


Return for Assessment under Schedule B. 
To 


: of : 5 
. Inpursuauce of the provisions of the. Income Tax Acts you are hereby uered to 
prepare a true and correct statement of your Income, in the form on page 2 hereof so 


far as it is applicable to your case, and deliver it to me at my office duly signed by you 
within twenty-one days from this date. If, however, you elect to be assessed = the 
District Commissioners under a Letter, your Return should be sent to the Clerk : 
the Commissioners (whose address will be furnished by me, or by the Inspector o 
Taxes, on application), or, if you elect to be assessed by the Special] Commissioners 


your Return should be sent to the Inspector of Taxes, under cover, marked “‘For Special 
Assessment.”’ 


Part I. of the enclosed sheet of “ Notes, Explanations and Instructions” has 


been drawn up in order to assist you in filling up page 2 of this form ; Part Il. of that 
sheet explains the various allowances that may be claimed on pages 3 and 4 of this 
form, in respect of Exemption, Abatement, Reduction of Rate of Tax, Life Assurance 
Wife, Children, and Dependent Relatives incapacitated by old age or infirmity, an 

the special relief granted to a widower ; Part LI. contains directions for filling up the 
claim for Exemption, Abatement, or Reduction of Rate of Tax, on page 3 of this 
form; to which your attention is particularly directed. If you desire further informa- 


tion on any point, you should apply to the Inspector of Taxes at. 
Dated this day of 


, 1919. 


Assessor of Taxes. 


This form comprises the following Sections :— 
Section A. Declaration that a full Retutn has been made elsewhere. = 
», B. Declaration by a person not domiciled in the U.K., or by a British 
p subject not ordinarily resident in the U.K. 
Statement of untaxed Income for Assessment under Schedule D. 
Claim for Exemption, Abatement, or Reduction of Rate of Tax. 
Claim for relief in respect of Life Assurance Premiums. 
Claim for relief in respect of Wiie, living with her husband. 
Claim for the relief allowed to a Widower’s Housekeeper. 
Claim for relief in respect of Unmarried Person’s Housekeeper. 
Claim for relief in respect of Children, ; : : 
Claim for relief in respect of Dependent Relatives incapacitated 
by old age or infirmity. 
You should complete Section C., and also Sections D. to J., so far as they are 
applicable. « S 


A Partner in a Firm is required to complete Section C., but only as regards any 


Aahoknoa 


personal untaxed income not included in the joint Return of profits made on behait - 


of me ee itself. He should in addition complete Sections D. to J. so far as they are 
applicable, 

MARRIED WOMEN. The Income ofa Married Woman living with her husband 
deemed by the Income Tax Acts to be his income, and should be included in any state- 
ment rendered by him for Income Tax purposes, -” 

, Persons not domiciled in the U.K., or persons who are British subjects but not 
ordinarily resident in the U.K., should fill up Section B only, and return the form to 
the assessor, when the appropriate form of Return will be issued. 


If a full Return for the above year has already been made elsewhere, only Section A 
need be completed. 


ee eS 


Section Thave already made a return of the whole of my Income 


A ' chargeable under Schedule D of the Income Tax Acts for 
the year ending 5th April, 1920, from 


Given under my hand this_ day Cfo 1919. 
; Signature 
= Address 


: i 


is = ‘ in a " 
ee ee ee ee a ee ee 


: 
r 


\ . 3 c 
Section Page 2, Statement of Untaxed Income for Assessment 
Cc under Schedule D. Amount 


DESCRIPTION OF INCOME. f 
FROM TRADE, PROFESSION, EMPLOYMENT, or VOCATION, viz. :— 
The Trade, Profession, cr Business of Coal Merchant. 
earried on by Charles Silkstone, ; 
at Hunslet, Leeds. Average profits... 1805 
The Employment or Vocation of 
carried on by me at 


FROM INTEREST. ANNUITIES, ANNUAL PAYMENTS, AND DIVIDENDS 
NOT TAXED BY DEDUCTION, AND FROM DISCOUNTS, viz. :— 
Interest on Banking Accounts or Deposits ...........-.2++0. 
Dividends or Interest on War Loan Stock, National War Bonds 
and Exchequer Bonds (where not taxed by deduction) ...... 
Small Dividends on giher Government Securities and on Corpora- 
tion Securities iw ere not taxed by deduction) ............ 
Dividends on Stock purchased and held through the Post Office 
PSE VRIES Este eee cee eal atc ot ara eccaretal eBay ale'e efeeie cislaeiece sie 
Discounts (including Discount or Profit on maturity, sale ‘or 
conversion of Treasury Bills or War Expenditure Certificates) 
Other Interest, Annuities, Annual Payments and Dividends, not 
taxed by deduction (the particular source to be stated) viz.:— 


FROM COLONIAL AND FOREIGN SECURITIES (where U.K. Income 

Tax ts not deducted on payment thereof), viz. :— 

Interest arising from Securities of Indian or Colonial Govern- 
ments, Cornorations or Companies ..........--.e cess ceeece 

Interest arising from Seurities of Foreign Governments, Corpora- 
tions or Companies... 2.2.2.5. ccc dees ecescceccwetoeseocse 

Other Interest of Money, Annuities, or Annual Payments 
charged on any property out of the United Kingdom........ 


FROM COLONIAL AND FOREIGN POSSESSIONS, viz. :— 
INCOME ARISING FROM StTocKSs, SHARES (where U.K. Income Tax 
is not deducted on payment thereof) OR FROM RENTS :-— 
In any of His Majesty’s Dominions out of the United Kingdom... 
In Foreign Countries 2.05.00 boc ven cbs cece ceec ers es eeonseccs 
Income arising from any other Possessions out of the U.K. (the 
particular cource to be stated), viz. :— = 
FROM PROPERTY OR PROFITS NOT FALLING UNDER ANY OF THE 


FOREGOING HEADS, viz. :— 
Letting Furnished House at 


Other Sources (the particular source to be stated), viz. :—~ 
the amount whereof is computed according to (a) 


: TOTAL.. 
Less—In the case of a Trade, Amount claimed for Wear and Tear 
of Machinery and Plant, which should not be deducted in 
arriving at the above figures........... EONS eed ere anata ears 
_ NET TOTAL.. 


ne ore gat in the oes apes a I ae 
i ven 3 and true Return o e whole o e 
eerereh Daciatayen, Income chargeable upon me under Schedule D 
estimated to the best of my judgment and belief, according to the provisions of 
the Income Tax Acts. I desire to be assessed by the District Commissioners. 


Given under my hand this first day of May, 1919. 


Charles Silkstone, Signature. 
310 Hunslet Lane, Leeds, Business Address. 
20 Moor Side, Hunslet, Private Residence. 


STATE WHETHER YOU MAKE THE RETURN— 


1. On your own behalf; or - On own behalf. 


2. As Trustee, Agent, Receiver, Factor, etc., and for 
whom. 


= : - 


Page 8. 


Claim for Exemption, Abatement, or Reduction of Rate of Tax. 


“No. 1—Particulars of Income. : Amount. 
£ 8s. | d. 


7) 


(a) From Trade, Profession, Employment, or Vocation :— 


ce 
(6) From any Public Office or any Employment not entered above. 
> (Name and Address of Employer to be stated) :— 


a RR 
4 (c) From Property, including the annual value of the property which J 
own and oecupy :— (Precise address to be stated.) ‘ 


(d) From the Occupation of Land :— 


(e) From Dividends, Interest, Annuities, Colonial and Foreign Secur- 
ities and Possessions, andany Income not already entered elsewhere 
on this page, viz.:—(1) Income subjected to U.K. Income Tax 
before receipt. (II) Income not subjected to U.K. Income Tax 
before receipt. = = 


(f) Wife’s Income, if not included above (giving full particulars and| 
stating whether subjected to U.K. Income Tax before receipt or not. If 
ineluded above, it should be so stated; should there _be no Income 
from this source, the word “ None” should be inserted) ;— 


Totals; <3 ce a 
a ce eT - 
No. 2.—Particulars of Charges on Income. Aniaal 
Tf there are no Charges write ‘‘ None.” Itis not’ A & t 
sufficient to leave this space blank. ae 
(life Assurance Premiums should not be entered here, [SCRE 
but on page 4.) £ s. @ 
Ground Rent on......... PAVADIC CO estenicnatcseveee eietes 
Mortgage or Loan :-— 
at OS FROM. seat eekiesienes ONG aie teataistn ees | 
Annuities, payable tO sk. <i. -0.:ccgsiecie elev enor t eens BOP 
Patent- Royalties, payable to7........cce ee ere eeeee | 


Total Charges... . 
Total Amount of Income FROM ALL SOURCHS less Charges... 


I declare that the above statement contains a full, jrst, and true 
account and return of the Whole of my Income from every source A Woman must 
whatsoever, for the Year ending the 5th day of April, 1920, estimated state after her 


according to the proyisions of the Income Tax Acts, and I th i 
elaim the relief to which I am entitled in respect of such Tngomieneoe st se 
Given under my hand this day of May, 1919. eee 
a 
Signed. = ef i : 


Private Residence 


ection Claim for Allowance in respect of Life Assurance Premiums or 


> a Payments for Deferred Annuities. 
State whether the Name of Date | Capital sum 
> payable Amount of 
eae or Assurance of at death—exclusive | Premiums claimed 
Gy y is on life Company Policy | of.any additional as an Allowance " 
0) Self or of pro or Con- | benefit by way of bonus} from the income 2 
Wife. Friendly Society. | tract. or otherwise. returned on page 2. a 
& 


-Telaim an allowance in respect of my wife, named above, who is living with me. 


Claimant’s Signature. ~ 


Section 
G ; €laim for the Relief allowed to a Widower. 


Name of female relative in respect of whom relief is claimed. p sjationship to claimant 


Surname. | Full Christen Wane: or to his deceased. wife. 
——S See 7 
Section _ igh : z Z : ; : 
J Claim for Relief in respect of Children, including Step-Children. 
~ Name of each child under the age of | . Was the 
Sa Place | alld alive 


16 years on 6th April, 1919. 


: 0 on 
Full , Birth. 6th April, 
Surname. | Christian Names. Day.) Month. Year. i919 ? 


See fe 


e 

Bection I declare that all the particulars given by me aboye are truly and correctly 
: L. stated to the best of my judgment and belief, and I claim the relief to 
= which I-am entitled in virtue of the facts asso stated. I declare that no 
fher individual is entitled to any relief from Income Tax in respect of any female relative 
1 respect of whom I have claimed relief in Section G. or H., orif any other indivldual is 
> entitled that such individual has relinquished his or her claim to the relief. 


Claimant’s Signature 


- ss 


: Extract from Report of Income Tax Committee, 
showing special percentage Rates of Allowances for “ Wear and - 


Tear ’’ of Plant and Machinery, under Schedule D. 


Boot Trade: 
Leicester .. 


Brewers: 
Cardiff ee 


Collieries: 
Cardiff, = |; 


Coal Exporting Plant: 


Cardiff ae 


Dyers & Trimmers: 
Leicester 
Leicester 


> 


Engineers: 
Leicester 
Cardiff 


Hosiery: 
Leicester 


Nottingham 


Lace Making: 
Nottingham 
Nottingham 


Looms & Spinning 
; Machines: 
Huddersfield 
Huddersfield 


Oldham Ae 
‘Oldham ..., an 


a et 
oe 


% 


73 


On original cost. 


/ ~ 
On diminished value; 


On diminished value. 
On diminished valus. 


On original cost. 
If justified on enquiry 


On original value. 
On diminished value. 


On original cost and higher rate if 
justified on enquiry. 
On fixed machinery. 


On original cost. ~ 
On diminished value 


On motive plant. 

On spinning, dyeing, carding, and 
finishing machinery. 

On engines, boilers, and gearing. 

On spinning machines. See 


Newspaper & Printing: 
Dundee... 


Glasgow 
Glasgow .. a 
Glasgow... se 
Nottingham =e 
Cardiff rif ae 
Cardiff F 
Cardiff tak 

_ Sewing Machines: 
Glasgow _.. 
Nottingham 


Ship Repairing & Ship- 
building Plant: 
Cardift se 


Spinning Machinery & 
_ Woolcombs: 
Bradford .. 


Tramways : 
Glasgow 


Weaving: 
Bradford 
Blackburn . 


Blackburn .. 
Huddersfield 


Huddersfield Fe 


10 


10 


73 


4} 


On ‘printing machinery running 
‘double shafts. 

On ruling and bookbinding 
machines. 


On type, linotype machines, &e.- ~ 


To include renewal of type not 
charged to Revenue. 

On diminished value. 

On diminished value. 

On diminished value. 

For newspaper printing machines. 

On type. 


On machines used in Clothing 
Factories. Replacements all 
charged to capital. 


On diminished value. 


On diminished value, when mac- 
hinery running day and night. 
Allowance reduced when heavy 
amounts charged for repairs 
and renewals. 


Average all over. 

Poles&rosettes, Depot fittings2%,. 

Ducts, cables, section boxes 3%. - 

Telephones, electric power plant, 
sub-stations plant,rolling stock, 
furniture, 5%. 

Car works machinery, permanent 
way plant, punches, 74%. 


On looms. 

On fixed boilers, engines and fixed 
machinery. 

On loose machinery, &e. 

On spinning, weaving, carding, 
finishing, and condensing mac- 
hinery. 

Cn motive plant, shafting, &c. 
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315. Failure to make a Return or the making of an 
untrue or incorrect Return renders one liable to pay 
treble the duty properly chargeable, as well as a 
further penalty of £20 if on information before the 
Commissioners, and £50 if brought before a Court, of 
Law. Even where a person proves that he is net 
chargeable to duties, he incurs a penalty of £5, for 
refusing to make a Return. In the absence of a Return 
the Commissioners may assess the delinquent at what 
they think proper. : 

316. In arriving at the assessment under Schedule 
D, the principal problem of the trader is in knowing 
what deductions he may legally claim out of his profits 
in order to arrive at his statutory inceme or taxable 
amouut, which is generally at variance with his real or 
actual income. For the purposes of taxation, the 
income must be ascertained by a fixed standard, which 
is applicable alike to every taxpayer. This standard is 
known as the Statutory Income, being arrived at 
according to the Law, and the practice of the Officials 
and Commissioners, which, in such matters as the 
allowances for ‘‘ Wear and Tear,’ varies in each 
district, and even within the same district, when special 
circumstances arise. To put it broadly, all expenses 
and disbursements wholly and exclusively laid out or 
incident to, and necessary in, the production of profits 
can be deducted, but such expenses as aré not neces- 
sarily and usually incurred in the earning of profits 
would not be allowed. In other words, profits are — 
ascertained by setting against the income earned the — 
cost of earning it. 

317. The following DEDUCTIONS are NOT 
ALLOWED. (1) Losses not connected with, or aris- 
ing out of Trade, such as damages payable by a 
newspaper proprietor for libel; by a professional man. 
whose coachman had negligently run somebody down ; 
by a brewery firm for the falling of a chimney upon a 
guest in a hotel: (2) Capital withdrawn. (3) Sums 
. expended on improvements or additions to premises. 
(4) Interest on Capital. (5) Annual Interest, of any 
kind, whether on a Loan A/c. at the Bank or elsewhere, 
or any Annuity, Chief Rent, Ground Rent, or other 


annual 


0 TNS ee ee oe a ee 


aie 367 | , 
wal payment payable out of profits, the tax upon 
which should be deducted at the time from the person 


to whom the payment is made. Although no part of 


the income of the payer, it is nevertheless added to his 
assessment for the purpose of collection, the borrower, 
tenant, lessee, or payer, thus being made the collector 
for the Revenue, to whom the amount should be paid 
in due course. Take the case of a lessee whose only 
income is £120, the assessed value of a building, sub- 


ject to a Ground Rent of £20. On paying the £20 to 


the lessor the lessee will deduct £6 in respect of tax. 
Although the lessee’s income is exempt from income 
tax, being under £150, he must account to the Revenue 
for the £6 deducted from the Ground Rent. (6) Depre- 
ciation of ‘furniture, fixtures and fittings subject to 
frequent renewal, land, buildings, leases, goodwill, trede 
marks, patents, or copyright ; but an allowance may be 
claimed (not deducted) in respect of the Wear and Tear 
of Machinery, Plant, and Ships. (7) Royalties on 
minerals, or patents, the tax upon which must be 


_ deducted when making the payment to the landlord or 


patentee. An author selling a copyright is chargeable 
on the actual amount received, less expenses ; and thus 
pays tax on capital as well as income. On a re-sale 
only the difference between the selling and the cost 
price would be taxable. An inventor, however, is not 
assessable in respect of the lump sum received by him 
on the sale of his patent. (8) Expenses nat wholly and 
exclusively laid out for Trade, &c. ; for instance, travel- 
ling expenses between two places of business, or where 
a@ person resides in one place and carries on business in 


‘another. (9) Partners’ salaries and drawings. (10) 


Expenses of maintenance of the person assessable, or 
his family, or establishment, or wages paid to his wife. 
Traders dealing in articles of consumption or apparel 
must not satisfy their wants from the business in these . 
things without accounting therefor. The cost of the 
maintenance of persons assessed in the case of hotels 
and restaurants must be estimated and added to the 
taxable profit. (11) Voluntary subscriptions or gifts, 
whether to charities, trade defence associations, or for 
employees’ outings, except Trade or Professional Sub- 


UPL PR pir ky We ae POE LOM oe ee eee aa nye 
g Cony ; : ey ¥ ree Fe nak bss, be US duo a4 
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scriptions or a subscription by a trader to an infirmary 

= where his workpeople could be sent if injured. (12) 
Any sum paid as Income Tax either on the profits of 

trade or on the Annual Value of Premises. Property 

Tax is not incurred in carrying on the business, this 

charge arising out of the ownership of property. Income‘ 

Tax, not being an, expense incidental to earning 

profit, is therefore payable out of the profits after they 

are made. It is not a working expense, but when the 

income is ascertained, the Revenue requires its share. 

of it, before being distributed, consequently the tax is 

an appropriation of profits and not a charge against 

profits. (13) Reserves or Sinking Funds of any kind, 
whether for general or specific purposes. (14) Loss of 
~ Premises or Plant by fire, &c. (15) Any average loss § 
under a contract of insurance, beyond the actual : 
amount of loss after adjustments. (6) Exhaustion of 

| 


- 


minerals, or sums expended in pit sinking. (17) Pre- 
miums paid for leases or on the repayment of deben- 
tures. (18) Preliminary Expenses in connection with 
the formation of a limited company or the setting up 
of any business, or expenses connected with the issue 
of the debentures. (19) Legal charges in connection 
with the conveyance of real or leasehold property. 
(20) Loss on a single or casual transaction forming 
no part of the usual dealings of a trader, e.g., if a 
person buys a house for £500 and sells it at a loss of ‘ 
£30, this is not chargeable against his profits. ’ 
318. The following DEDUCTIONS are ALLOWED: 
(1) Repairs of Trade Premises to the persons assess- 
ed, including brewers who can deduct from their trade 
profits the cost of repairs to tied houses let to 
tenants. (2) Supply or repairs of implements, utensils 
or articles employed, not exceeding the sum usually 
expended for such purposes according to the average of 
three years preceding. (3) Bad debts, a list of which 
must be submitted each year; while Doubtful Debts 
may be estimated. (4) Rent of Trade Premises. If 
these belong to the firm, then the nef Assessment under 
Schedule A, sometimes referred as the “net annual 
value,” may be deducted. Repairs of trade premises 
being allowed, it is not permissible to deduct the 


Se eS ee ee 
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rm 369 . 
gross assessment, otherwise there would be a double 
deduction for repairs. (5) Rent or Value of any 
Dwelling-house or Domestic Offices used for the pur- 
pose of business, as a doctor or a dentist, such sum 
net exceeding two-thirds of such rent or value as 
the Commissioners shall allow. (6) Wear and Tear 
of Machinery and Plant, ‘generally “in the form 
of a percentage allowance on _ the diminishing 
value of the asset, and of Ships on the prime 
cost, after the average profits have been ascer- 
tained. No allowance is made for Wear and Tear 
in respect of any additions to Plant during the year of 
assessment ; 7.e., should the account stand at £5500 at 
the beginning of the year, and additions to the value of 
£250 be made during the year, the-allowance would be 
on the £5500 only, not on £5750. (See par. 328.) 
Depreciation, as generally understood, is never allowed 
-ag a deduction for taxing purposes, and this term does 
not occur on the form, Wear and Tear, being the 
expression used in official documents. “ Wear and 
Tear ” and “ Depreciation ” are not equivalent terms, 
though the latter includes the former. The allowance 
is only intended to cover the cost of replacing worn out 
plant and machinery. Depreciation includes decrease 
of market value also, with which the Commissioners are’ 
not concerned. Supposing a machine is capable of 
working twenty years before being worn out, but is 
withdrawn at the end of fifteen years, the allowance is 
immediately discontinued. No deduction for Wear and 
Tear is allowable, if, when added to the allowanees of 
previous years, the capital value would be exceeded. 
Should the profit of a given year be too small to admit 
of the deduction for Wear and Tear, the whole of the 
balance may be claimed from the assessment of the 
following year or years. A business man may write off 
in his own books what he thinks proper for deprecia- 
tion, and may apply what standard or definition he 
pleases; but. for the purposes of taxation a common 
standard, limited to Wear and Tear alone, is allowed 
‘in place thereof. The allowance for “ Wear and 
Tear ” is often a uniform rate fixed by the Commis- 
sioners.of the district, or by the Special Commissioners, 


e 


3870. ; 

who have absolute discretion in the matter. A uniform 
rate is often adhered to at all appeals determined by the 
Local Commissioners, regardless of the sum claimed 
by the appellant ; e.g., in the Leeds and Huddersfield 
districts 73% is allowed, while in the Dewsbury and 
Wakefield districts the allowance is only 5%. Where 
rent is paid for the use of Machinery or Plant, and the 
burden of maintaining and restoring it falls upon the 
Lessor, no deduction for Wear and Tear is allowable to 
the Lessee. In the case of ships there are also fixed 
nominal rates of allowances, made on the prime or 
original cost and capital additions, from year to year, 
in respect of steamers 4%; sailing vessels 3%. A 
higher rate is sometimes allowed on steam trawlers, 
e.g., 74% on the diminishing value. If, upon appeal, the 
Commissioners, should be satisfied that, from excep- 
tional circumstances, the normal rate is insufficient, a 
special allowance may be granted. ‘‘ Wear and Tear ” 
is allowed to a Telegraph Co. upon its cables; to a 
coal merchant upon his railway wagons (3%), carts 
(5%), horses (their actual loss of market value). In 
the case of horses the cost of replacement is often 
allowed before the average is taken, instead of an 
allowance for wear and tear. No allowance is made 
for ‘‘ Wear and Tear ” of many movable artieles, such 
as furniture, billiard tables, scientific instruments, type- - 
writers, calculating and cash machines, &., as these 
come in the category of “ Implements & Utensils,” for 
which repairs, renewals, and losses thereon may be 
obtained under clause 2 of this par. (7) Local rates 
and Taxes on business premises. (8) Contributions 
under the National Insurance Act, 1911. (9) Insurance 
premiums paid to a company lawfully carrying on busi- 
ness in Great Britain and Ireland: including the pre- 
miums paid in respect of ‘‘ Life and Accident ” Insur- 
ance on the life of a tax-payer or his wife, in so far 
as they cover the death risk, or in connection with a 
contract for a deferred annuity, to an extent not ex- 
ceeding one-sixth of the total income. An insurance 
premium is not strictly a deduction, but an allowance, 
as explained in pars. 321 and 328. The Inspector of 
Taxes may require the last Receipts for the Premiums 


to be transmitted to him before sanctioning the allow- 
ance. (10) Loss of Stock by fire, &c., not exceeding 
-the amount in ea:cess of any sum recoverable under an 
insurance or contract of indemnity. (11) Damages 
and costs awarded upon a claim for subsidence of the 
surface owing to the workings of a colliery or quarry. 
(12) Loss by reason of embezzlement, false pretences, 
burglary, or larceny. (13) Bank interest and charges 
- on a Trader’s Current A/c. (not on a Loan A/c.}, as 
the Banker pays the tax. (44) Directors’ Fees, which 
are now personally chargeable against the directors 
under Schedule E, as earned income. (15) Compensa- 
tion levies paid by publicans or brewers to the statutory. 
Compensation Fund. (16) Royalties on copyright 
productions, these being personally chargeable against 
; the author or artist, under Schedule D, as earned 
income. (17) Cost of the removal of stock, alsc the ex- 
penses attendant upon the removal of a business, where 
such removal is forced. (18) Trade, Sundry, or Miscel- 
laneous Expenses, necessarily incurred in carrying on - 
the business, but details must be supplied to the In- 
pector, so as to satisty him that nothing has been 
included under this general head which is not allowable. 
(19) Excess Profits Duty, and Corporation Profits Tax. 
319. The following are not assessable—(1) Pre- 
miums received by a Company on the issue of shares, 
&c., (2) Profit on a single or casual transaction, forming 
no part of the usual dealings of a trader ; such as a 
profit on the sales of stocks, shares, &c., although a - 
Stock & Share Brcker, being a dealer in such, would, 
of course, be chargeable with tax in respect of his 
profits. (3) Although Bank and other interest received 
is liable to tax, that received by an investing or deposit- 
ing member of a Building Society is exempt, when the 
Society has compounded for the tax by making special 
arrangements with the Board of Inland Revenue. (4) 
Dividends on Purchases received by members of 
Co-operative Societies, but Interest on shares or 
deposits therein are chargeable. 
3290. ABATEMENTS, relief, or exemptions are 
not allowed to joint stock companies, or any other 
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372 
associations, except unregistered Friendly Societies, 
whether incorporated or not, which are always assessed 
upon the amount of their actual profits, however small, 
at the standard rate of tax, beacuse a company, not. 
being an individual, cannot claim relief in respect of 
earned income. So far as individual shareholders are 
concerned their incomes in the shape of dividends are 
unearned. But where an individual’s income from all 
sources is within the undermentioned limits an abate- 


ment may be obtained. In computing the total income ~ 


the assessable profits of a business, on a three year’s 
average, should be taken after deducting Wear and 
Tear, but before deducting Life Assurance. 

A married person is entitled to an allowance from 
his assessable income of £36 for the first child, and 
£27 for each other child wnder the age of 16 years (or 
in attendance at school) at the commencement of each 
financial year, i.e., the 6th April. But no allowance 
is made in respect of a child who has, in its own right, 
an income (excluding scholarships) exceeding £40 a 
year. 

321. . Life Assurance Premiums on the life of the 
. taxpayer or his wife, are allowed as a deduction, not 

exceeding one-sixth of the total income, where such 


Premiums do not exceed seven per cent. on each 


separate Policy of the sum assured. But this relief, 
which does not apply to Super-Tax, is limited to full- 
life policies or endowment policies securing a capital 
sum on death; and on Deferred Annuities, but not 
exceeding £100 per annum. Only 3/- in the £ is 
allowed on premiums in respect of policies taken out 
after 22nd June, 1916, after which date no allowance 
is made for premiums in respect of Deferred: Annuities, 
which do not provide for payment of a capital sum at 
death. On insurances created before 22nd June, 1916, 
half the standard rate of tax will be allowed where the 
total income does not exceed £1,000 ;_ three-fourths 
the rate of tax where the income does not exceed 
£2,000; and the standard rate where the income 
exceeds £2,000. Where relief/has been given in respect 
of insurances effected after that date, and the policy is 
surrendered or the benefit transferred for valuable con- 


ey ag - Fe 


cA istonet ted 9 oe 


sideration (other than marriage) there shall be paid to 
the Inland Revenue a sum equal to that which would be 
payable if income tax were charged on the surrender 
value at the rates at which the relief was last given. 
Premiums cannot be treated as a deduction for the pur- 
pose of claiming exemption or abatement, but merely 
for reducing the amount of income upon which tax is 
payable. A separate claim must be made by filling up 
“Section E ” at the top of page 4 of the “ Return for 
Assessment,”’ as follows :— 


or Paymeats for Deferred Annuities, 


Section E, ees for Allowance in respect of Life Assurance Premiums 


. Amount of 
Capital sum payable] Premiums 
State whether the Name of Date of at death— claimed asan 
Assurance or Assurance Policy | exclusive of any | Allowance 
Annuity is on life | Company or or additional benefit by| from the’ 
of ‘‘ Self”’ or of Friendly Con- way of bonus income 
‘*Wite.” Society. tract, or otherwise. returned on 
Fe ps page 2. 
United ; 
Kingdom 3rd fea ics 
John Prudence, | Temperance | May, £500 20 | - 
Provident | 1910, 
Institution. 


I claim an allowance in respect of the foregoing amount of premiums, and I 
declare that I have not deducted the amount of such premiums in arriving at 
the profits or gains entered on this form, and that I have not claimed an allow- 
ance for the premiums from any other assessment upon me. 


JOHN PRUDENCE, Signature. 


322. In computing the total income tor abatement 
purposes, any anhual interest paid is deducted from 
the gross income, although such payments are not 
admissible deductions for assessment purposes. Should 
a taxpayer have neglected to claim an allowance in 
respect of Insupance Premiums, he is nevertheless 


entitled to repayment of the tax on such premiums, 


not. exceeding three years preceding that in which 
the claim is made, on sending in a claim upon Form 
No. 39, which may be had on application to the 
Inland Revenue. 

323. <A statutory abatement of £135 is made from 
the-assessable income of a single person, and £225 
from the assessable income of-a married couple. There 
is also an allowance of £45 from the assessable income 
in respect of a resident female relative of a widower 


or of his deceased wife, for the purpose of having the 
charge and care of his children. An allowance of 
$22 10s. is also granted in respect of the maintenance 
of a widowed mother; or any relative who is in- 
capacitated by old age or infirmity from maintaining 
himself, whose total income does not exceed £50. 
The word ‘relative’ includes any person of whom 
the taxpayer had the custody and whom he maintained 
at his own expense while such person was under 16 
years of age. 
324. EARNED INCOME, broadly speaking, is that 
for which the récipient has worked or rendered personal 
' service, and is defined by sub-section 3 of section 14 of. 
the Income Tax Act as (a) any remuneration from any 
office or employment of profit held by the individual, 
or in respect of any pension, superannuation, or other 
allowance, deferred pay, or compensation for loss of 
office given in respect of the past services of the indi- 
vidual or of the husband or parent of the individual in 
any office or employment of profit, or given to the 
individual in respect of the past services of any 
deceased person, whether the individual or husband or 
parent of the individual shall have contributed to such 
pension, superannuation allowance, or deferred pay or. 
not ; (b) any income from any property which is attach- 
ed to or forms part of the emoluments of any office 
or employment of profit held by the individual ;_(c) any 
income which is charged under Schedules B or D, or 
the rules prescribed by Schedule D, and is immediately 
derived by the individual from the carrying on or 
exercise by him of his trade, profession, or vocation, 
either as an individual, or, in the ease of a partnership, 
as a partner personally acting therein. The profits of 
businesses carried on by sole traders or partners are, 
of course, earned income, except in so far as it may be 
shown that any of the members of the firm are sleeping 
partners, in which case the profits of such partners 
will be taxable as unearned income. Tax will also be 
payable at the higher rate on the amount of any inter- 
est or annuity payable by a firm or an individual, 
except so far as such interest or annuity is paid 
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- out of income of the firm or individual which has 
already paid tax at the highest rate. The profits 
_ of limited liability companies will be chargeable at 
_ the standard or higher rate, as unearned incomes, even < 
‘4 where ¥ can he proved that the proprietorship and 
management are practically the same as that of the 
firms from which they sprang, or that the limited 
company is really a ‘“ One-man company.” This is 
because a limited company is not an individual. 
Unearned or investment income may be regarded 
as income derived without personal effort, and 
includes :—(1) Income from Investments ; (2} Profits 
of a Limited or Sleeping Partner; (3) Interest on 
Loans ; (4): Income derived from the ownership of 
__ property. . 
$25. Partners cannot claim separate assessment in 
order to obtain Exemption, Abatement, or Relief in 
respect of earned income, when their share of income 
is less than the prescribed limit, but the appropriate 
allowances will be made against the assessment on the 
firm, A person carrying on two or more distinct trades» 
is entitled to set off a loss on one against a profit on 
another. The Return for assessment under Schedule 
D in respect of partnership profits must be made on 
Form No. 1, which is used for the Returns of Firms, 
Companies, Corporations, or other bodies. The income 
of the partnership must be entered on page 2, similar 
to Form 11 printed on page 361. Page 3 provides for ~ 
the record of annuities, interest, ground rents, patent 
royalties, and other annual charges payable by the 
firm; also the names and residences of each partner, 
and the division of the profits. Individual partners 
should, in addition, make separate Returns on Forms 
No. 11, of personal untaxed income, not included in 
the joint or partnership Return, and also complete the 
appropriate claims for abatements, allowances, or 
other relief. It should be remembered that Income Tax 
is a personal tax, consequently when the capital of 
partners, their salaries or their share of profits are 
unequal, it is necessary that the tax should be deducted 
separately from the interest on capital, salaries and 
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profits, otherwise a preferential treatment is accorded 
to the partner with the greater capital or larger share 
in the profits. 

326. The income of a married woman living with 
her husband is deemed to be his statutory income, but 
where the joint income does not exceed £500, and 
includes earnings of the wife, such earnings, when not 
connected with those of her husband, are deemed to 


be separate income for the purposes of a claim to_ 


exemption, abatement, or relief, thus resulting in a 


double abatement. 
Profits of John Husbandman, Grocer... £340 
Salary of Sarah, his wife, Teacher ..... 90 
Income derived from wife’s investments. 50 = £480 


The wife’s salary is exempt, thus Jeaving the hus- 
band’s income at £390, £340 of which is, first of all, 
subject to the abatement of one-tenth, also to the 
further abatement of £225, tax being payable at half 
the standard rate on the net amount of £81, minus 3/- 
in the £ on £50, the wife’s investment income, pre- 
suming that the tax on the latter had been deducted 
in full at the source. _ If, however, their united income, 
from whatever source, exceeds £500 ; exemption will 
not. be given in respect of the wife’s earnings. Any 
claim for repayment of tax on a wife’s income, which 
has been jointly assessed, must be made by the husband, 
unless she is separated from him. 

The Income Tax Act, 1918, provides for the separate assess- 
ment of husband and wife, whatever the amount of the income 
may be, on condition that one of the parties elaims the privilege 
within six months before the 6th July in any year. But joint 
incomes, exceeding £500, are still treated as one so far as 
exemption, relief, abatement and super-tax are concerned, the 


tax being apportioned according to the respective incomes of the 
husband and wife ; for example :— 


Income of Income of 


: Husband. Wife. 
Professional Profits. 22. so ee £1000 £500 
Wesscone-tenth \;. 25: +n senses 100 © 50 


£900 £450 
Less Statutory Allowance on wife’s 
earnings, maximum ,.... Sena 45 


£40 
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Add gross Dividends from shares .. 300 150 


Less Statutory Abatement of £225 150 _ 75 


Less Investment Income already 


taxed in full at the source ...... 300 150 
| £750 £330 
Tax payable at half standard rate on 
£225 See e erence eee cee e ee een re 150 ee 
Tax payable at full standard rate on... £600 £255 


ee aces payable on total of £855, subject to allowances on 
Assurance Premiums. ‘ 


327. Sometimes the income of the estate of a 
deceased person taken as a whole is not entitled to 
exemption because it exceeds the sum of £150 per 
annum. Yet when split up between the respective 
beneficiaries and considered as the income of several 
persons, it often happens that hardly any part 
thereof, or, in fact, none at all, is liable to tax. This 
most frequently occurs in cases where a testator’s 
income is not large, for instance, £500 per annum, and 
is bequeathed, say, in equal proportions to his four 
children, who, if in receipt of no other income, in- 
dividually receive annually £125. Under such circum- 
stances claim could be made for exemption by each 
beneficiary, and if the tax has been paid a claim could 
be made for return of same in respect of the three 
_ preceding years. Trustees make claims for infant 
beneficiaries ; adults make claims for themselves 
Similarly, where a beneficiary is entitled by bequest to 
more than £150 per annum, a claim can be made 
for the usual abatement. If the tax has been paid 
claim can be made for repayment in respect of the 
abatement due for the three preceding years. Such 
claims can only be made where the beneficiaries have 
. an immediate vested interest in the income. If they 
have not such an interest the claim must be restricted 
tothe portion expended on maintenance and education. 


328. In the autumn the Clerk to the Commissioners 
issues a Notice of First Assessment, showing the 
amount at which one has been assessed, irrespective of 
whether a Return has been made ornot. Ifthe amount 
stated agrees with the Return, all is well ; but should 
it be excessive, written notice ef appeal, stating the 
grounds thereof, may be given to the Inspector within 
21 days of date of the assessment. It does not follow, 
however, that a personal appearance before the Com- 
missioners is necessary. It is first usual to seek an 
interview with the Ingpector and explain the cause of 
dissatisfaction, producing the accounts prepared on the 
occasion of compiling the Return in support of the case. 
Should the trader succeed in satisfying the Inspector, 
the latter will place the accounts. before the Commis- 
sioners, and the appeal will be allowed. It is only 
when the Inspector and the appellant cannot agree that 
a personal attendance before the Commissioners be- _ 
comes necessary on a day of which due notice is given. 
A copy of the accounts upon which the Return is based, 
signed by the appellant, should be transmitted to the 
Inspector seven clear days before the day of appeal. 
‘The appellant is entitled to be represented before the 
Commissioners by a barrister, solicitor, or an account- — 
ant. If dissatisfied with the decision of the Commis- 
sioners, such dissatisfaction must be expressed at the 
conclusion of the hearing, particularly if it be the 
intention to appeal. Income Tax is payable on the lst 
January in each year (three months before the expira- 


tion of the financial year), and should be remitted to 


the authorised collector by means of a Money Order 
drawn in favour of the Commissioners of Customs & 
‘Hacise, London, if the amount does not exceed £40; in 
other cases a cheque similarly payable and crossed | 
Account of Payee only, and marked Not Negotiable, 
should be used. Payment of Tax by instalments in 
respect of the income of persons and firms (not limited 
companies) under Schedules A, B, D, E, is now 
provided for, the first equal instalment being payable - 
on the Ist January, and the second on the Ist July. A 
Discount at the rate of 2} yer cent., per annum, is 
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allowed on the amount of the second #nstalment under 
Schedule D, if paid before the 1st July, in the year of 
assessment. 


329. In order to facilitate classroom work when 


_ dealing with exercises on the subject of Income Tax, 


the allowances for Insurance Premiums, &c., and Wear 
and Tear of Machinery should always be deducted after 
average has been ascertained. The amount of Life 
assurance premiums claimed should be the actual 
amount payable in the year of assessment. The wear 


_and tear allowance must be based on the value of the 


machinery and plant at the beginning of the year of 
assessment. It must not be forgotten that while the 
Claim for Insurance Premiums (not exceeding one- 
sixth of income) is sure to be allowed, this is not so with 
reference to the Claim for Wear and Tear, in regard to 
which the Commissioners may allow “such deduction as 
they may think just and reasonable.”’ Students should, 
of course, see a copy of the buff form, Return for 
Assessment under Schedule D, and note the principal 


matters on each page. Students should remember that _ 


the standard rate of tax is always charged on the profits 
of Limited Companies and Corporations. Formerly the 
full tax was 1/- in the £1, so that any exercises worked 
at the time this rate was operative are quite correct, not- 
withstanding that the tax is now 6/- in the £._ On this 
page are given some particulars from which a State- 
ment is compiled, showing the taxable profit. In addi- 
tion to the special exercises on Income Tax it is excel- 
lent practice, after having worked an ordinary exercise 
containing Trading and P. & L: A/es., to prepare a 
short Statement showing the Income. Tax adjustments 
yn respect thereof, although it be for one year only. 


Example 1. (Key on next page.) 


PARTICULARS from PROFIT & LOSS A/cs. as shown in the 
Private Ledger of Messrs. Taxpayer & Co. 


Year ended 31st December. 1916. 1917. 1918. 
INOUE POEM series teaecelete-r aleieurciemmieraé £5000 .. £3000 
IN Gtr LsORS" Seteaveveiere co are: osverara ibis a0 Ses £100 ie 
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1. Life Insurance Premium charged to 


Drawing’ A/Gee ine ss cmesie ei heer ae £50 


The following amounts had been charged or 
credited before arriving at the above 
Profit or Loss. 


2. Interest on Mortgage ...........-.--. 100 

3. Interest on Capital ........../... boven | OOO 

4. Subscriptions and Gifts ..........6..% 20 

5.) Paid Ground Rent... .)0 100s. aie fee 40 

6. Depreciation of Machinery ..... eaeeate 76 

7 i Buotidings"....0 mace Fee 45) 23 21> 

8. Income from Farms and Cottages (net) 450 410 415 

9. Income on Investments ............. 90 107 124 
10. Partners’ Salaries ................. -- 500 500 400 
11. Bank Interest and Charges ......... 76 93 58 
12. Repairs of Premises and Plant, ete. ... 40 | 52 38 
137 Hire Insurances, os eee eee 10 10 10 
14. Paid Income Tax, Schedule D........ 10 10 10 
15. Paid Income Tax @ 1/- in respect of 

Business Premises, Schedule A ..... 15 15 


Answer to Example 1. 


Schedule D, year ending 5th April, 1920. 
STATEMENT, dated ist June, 1919, of Profits and Losses of 
Messrs. Taxpayer & Co. for Income Tax purposes for the three 


years ended 31st December, 1918. 


1916. 
Profit as per Books..... IS oI £5000 
Add to profits (deductions not allowed) 
Interest on Mortgage ............. 100: 
2. Interest on Capital:.....\........ ~|. 300 
4. Subscriptions and Gifts ........... 20 
5." Ground Rent22.ces ee ee 40 
6. Depreciation of Machinery ........ 76 
7. Depreciation of Buildings ......... 25 
10. Partners’ Salaries ....:........... 500 
14 and 15. Income Tax...... erat exe ae tha ee 25 
) 6086 
Loss as per books ........... eteleteua che 
6086 


Deduct from profits (8) Income from Farms, 
&c. (9) Income from Investments, (14) 
Annual Value of Business Premises, £300] 840 


£5246 


1917. | 1918. | 
£3000 
100 | 100 
340 | 290} 
25| 25; 
40 | 40 
68| 66 
23 | 21 
500 | 500 
25 | 25 
1121 | 4067 
100 
1021 | 4067 
817 | 839 
£204 |£3298 


. ST 
£5246 + £204 + £3228 = 3, £2892 13 4, being the Average 
or Statutory income to be stated on page 2 of the Return. 
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330. In the above Statement no deduction must be 
made for Depreciation of Machinery and Life Premium, 
but Allowances must be claimed on page 2 of the 
Return. Presuming that the Commissioners allowed 
the £66 for Depreciation of Machinery, the \neé assess- 
ment would be :— 


SURES Ee oo oy ae a Sela eae £2892 13 4 

Less Wear and Tear of Machinery .......,.. £66 
Less Life Assurance Premium .............. £50-— 116 -— — 
Net ....£2776 13 4 
Seem 


33t. DIMINUTION OF INCOME. Where a person 
charged or chargeable with income tax in respect of 
any trade, profession, or vocation which has been set 
up or commenced within the period of three years 
upon the average of which the profits or gains are to 
be taken, or within the year ot assessment, proves at 
the end of the year of assessment to the satisfaction of 
the Commissioners by whom the assessment has been 
or can be made that the actual profits or gains arising 
from the trade, profession, or vocation in the year of 
assessment fall short of the profits or gains as computed | 
in accordance with the Act, he shall be entitled to be 
charged on the actual amount of the’ profits or gains 
so arising instead of on the amount of the profits or 
gains so computed, and, if he has paid the full amount 
of the tax on the profits or gains so computed, be 
entitled to repayment of the amount overpaid. It will, 
therefore, be seen that in the case of a new business, 
where the profit is assessed for the first year, say at 
£600, the trader will be required to pay tax upon that 
sum and will probably be assessed in advance for the 
second year at the same figure. Should the profit of 
the second year, however, be proved by the taxpayer 
to be only £400 he will be entitled to a repayment of 
the tax upon the difference—£200. But as soon as 
three years have elapsed since the end of the year in 
which the concern commenced, the power to obtain 
such a revision at the end of the assessment year 
ceases. If the profit for the second year should be 


£1000 instead of £600 the Crown have not any power 
to claim tax on the increase, except through the 
medium of the averages of subsequent years. 


332. DISCONTINUANCE of BUSINESS. Where a 
trade, profession, or vocation is discontinued in any 
year, any person charged or chargeable with tax in 
respect thereof, shall be entitled to be charged on the 
actual amount of the profits or gains arising therefrom 
in that year, and shall also, if he proves to the satis- 
faction of the Commissioners by whom the assessment 
has been or could have been made, that the total 
amount of the tax paid during the three previouc 
years in respect of that trade, profession, or vocation, 
exceeds the total amount which would have been paid 
if he had been assessed in each of those years on the 
actual amount of the profits or gains arising in each 
year, be entitled to repayment of the excess. This 
is intended. to relieve the taxpayer of the hardship 
caused by the system of averaging the profits of a 
declining business which is to be discontinued. For 
example, a trader decides to discontinue his business, 
on the 3lst December, 1916, his statutory profits for 
the six preceding years being: 1910, £1800; 1911, 


£1500 ; 1912, £1200; 1913, £900; 1914, £600; 1915. - 


£500. 
“Assessment for 1913-14 :— 
£1800 + £1500 + £1200, average ...£1500: 
Less Actual Income for 1913.... 900 £606 
Assessment for 1914-15 :— 
£1500 + £1200 + £900, average ..:.£1200 


Less Actual Income for 1914.... 600. £600 
Assessment for 1915-16 :— 
£1200 + £900 + £600, average ..... £900 
Less Actual Income for 1915.... 500 £400~— 
Total amount upon which Tax is repayable £1600 
Assessment for 1916-17 :— > 
£900 + £600 + £500, average .,..... £666 13 4 


This would be reduced to the actual profit from 6th 
April, 1916, to 31st December, 1916, say three-fourths 
of the profits for the year to 3lst December, 1916. 


oc ae 


_ 333. Repayment of Tax, deducted on the payment 
of interest, dividends and rent, may be obtained for a 
period not exceeding the three years previous to that in 
which the claim is made, by any individual, who can 
prove his title thereto. A taxpayer whose income is 
solely or chiefly derived from investments, should be 
careful to claim a repayment of tax in respect of 
the statutory abatement to which he is entitled. For. 
example, take the case of John Smith, with a wife, and 
four children under 16 years of age, whose total income 
of £600 per annum, is derived from shares in limited 


liability companies. Smith pays a Life Assurance 


Premium of £20 a year. The tax at the standard 
‘rate of 6/-, amounting to £180, is paid by the companies, 
As Smith is entitled to an abatement of £225, as well 
as an allowance of £117 in respect of his four children, 
also to a return of the difference between the standard 
and lower rates on the balance of his unearned income, 
he should claim a repayment of £140, as he is only 
liable for £40, made up as follows :— 


Unearned or Investment Income ...:.:... £600 
Less Statutory Abatement ............ £225 
» Allowance for 4 Children ......... 117 342 
£258 
Tax on £225 @ half standard rate, 3/-in the £ ...£33 15s. 
Tax on £33 @ full standard rate, 6/-inthe£... 9 18s. 
= £43 13s. 
Less Allowance for Assurance Premium, £20 @3/- 3 —- 
Robal Pax ehare Caylee cake ois ie ccc tie) ese a £40 — 
eemeomm 


Corporations and Companies when remitting interest 
and dividends to stockholders and shareholders do so 
by means of a combined Dividend Notice and Warrant, 
perforated across the middle, so that the lower part of 
the Warrant may be detached for cashing. The 
following is a specimen of the top part, notice or 
youcher, and this must be attached to any Form of 
Claim for repayment of tax in respect of the interest or 
dividend it represents :— 


Ghe Castner Kellner Alkali Company, “Limited. 
DIVIDEND NOTICE AND WARRANT (17.) 


13 ABcHURCH LANE, LonpDon, E.C. 
28th November, 1919. 
Herewith I beg to hand you a Warrant on the Bankers of 
the Company for Dividend at the rate of £20 per cent. per 
annum for the six months ended 30th September, 1918. 


On_ 200: Shares Of cl sGacnaw ne oer ceks detects ete cine £20 - - 
Less Income Tax at 6/- in the £ .+....... 6 - - 
£14_-— .— 


I hereby certify that the Income Tax deducted will be duly 
paid to the proper official for the receipt of Taxes, 
By order, 
To John Jones, Hsq. PERCY 8S. COURT, 
Secretary. 


334. Application for repayment. In the first 
instance, apply for form of claim No. 40 to the local 
Inspector of Income Tax, or to the Secretary, Inland 
Revenue (Claims Branch), Cecil Chambers, 86 Strand, 
London, W.C. 2. In Ireland the address is :—Stamps 
and Taxes (Claims Branch), Customs House, Dublin. 
This form should be filled up and returned together 
with the dividend certificates or other vouchers received 
from the Corporations, Companies, Tax Collectors, 
Mortgagees, or persons who have deducted the tax. 
Where no Certificate has been received, showing the 
deduction of tax, say between a mortgagor and a 
mortgagee, application should be made to the Inspector 
of Taxes for a copy of Form Ne. 185, which should be 
filed up by the mortgagor and returned to the mort- 
gagee, so that the latter may attach it to the Claim for 
Repayment, Certificates are not required when claim- 
ing repayment of tax deducted on Stocks inscribed 
in the books of the Bank of England, Government 
Annuities, and payments received from the Supreme 
Court Pay Office, but claimants must furnish. full 
particulars as to the name and description of Stock or 
Annuity, how received, the total amount of Stock 
held, and the date when the dividends become due. 


A Ab etl pleat bits SW ing, Ctged Lane 
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335. No dividends are ever paid free of Income Tax. 
The statement that ‘‘ the dividends are free of Income 
Tax ”’ merely indicates that the gross dividend declared 
will be paid to the shareholder, who will not be required 
to pay any further tax upon this source of income, as 
the company has already paid the tax at the highest 
rate upon the whole of the profits earned. No 
individual shareholder is ever called upon to pay 
Income Tax upon dividends received from a public 
company carrying on business in the United Kingdom ; 
on the contrary he may be entitled- to the return of 
tax on all or some of such dividends, as well as 
probably to some abatement or relief. When claiming 
the repayment of tax deducted on Interest or Dividends 
stated to be paid FREE OF TAX, care must be taken 
to claim the full amount of the tax on the gross - 
dividend. To take a very simple illustration, suppose 
that the rate of Tax is 6/- in the £, and that the net 
dividend received is £42 free of Tax, in claiming 
repayment of Tax on this £42, the amount is not 6/- 
in the £ on £42 = £12 12 0, but 6/- in the £ on the 
gross dividend of £68, which, of course, equals 218, 
a difference of £5 8. 

336. The first page of the Claim for Exemption 
must be filled up as shown below. The second page 
merely contains the Instructions for filling up page 3, 
and page 4 is only a continuation of page 3; 

: é FIR@T PAGE of FORK. 
No. 40. INCOME TAX - EXEMPTION CLAIM, 1919-20. 
Income not exceeding £150 from all sources. 

The following particulars must be furnished by claimant— ‘ 
Full name of claimant ........... Limma Lester. 

If a lady, whether widow or spinster Widow. 
Occupation (if none, or retired, ; 


state <"nqne “)f. coke cic css Draper. 
WUGRTCGN CO Meee cee A. Cae ae asite Biro es 110, Church Street, Leeds. 
Money Order office at which re- 

payment is desired .......... Leeds. 
Name of Agent (if any) ...:...... Arthur Fieldhouse. 


T hereby authorise Mr. Arthur Fieldhouse, of 66, West Parade, 
Huddersfield, to receive on my behalf the repayment due upon 
this claim. 

Signature of Claimant—Hmma Lester. 

Date—0ih June, 1920. 


N 
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THIRD PAGE of FORM of EXEMPTION. 


Declaration of Income. 
I declare that the following is a true account of my income 


from every source, whether taxed or not, for the year to 5th 


April, 1920, and that-I was resident in the United Kingdom 
during that period, and I therefore claim to be repaid the sum 
of £9 18s. 
Signature, Emma Lester, 
Date. 6th June, 1919. 


The claimant must set forth every source of his income, with 
the amount derived from each souree, whether tax has been 
paid on it or not. 7 


If the claim is by a married man the statement must include 
the income of his wife from all sources. 


Amount of 


ia, } Amount of | paid or de- 
No. 1.—Source of Income. | Incomefrom | ducted trom 
each source. | each Source 


of Income. 


1. Occupation as Draper ..... oS Seat 68 | - 


5 
g 
s 
8 
3 
Q 
) 
S 
iz) 
S 
3 
S. 
os 
8 
&, 
=) 
i=) 
= 
i) 
i) 
3 
% 
S 
's 


110, Church Street, Hunslet, Leeds, 
assessed to the Poor Rate at............ 
3. Leeds Corporation Stock , £200 at 34%... 
4. J. Watson & Sons, Ltd., £200 Preference 
Shares at 5%... 6.5 Rocio 
5. Casiner-Kellner Alkali Co., Ltd., 100 
Ordinary Shares at 20% ....0..0...2.04 
- Totalamount of Income and Income Tax} 
thereon s 


No. 2.—Particulars of Charges on Income such 
as Ground Rent, Annual Interest, &e. 


Name & Residence; Annual _ 
Nature of the Charge. | of the Person to | Amount. 


whom payable. E ieaet pasts 
(a) Ground Rent ..|Harl of Meabro’| 4 


(b) MortgageorLoan 
£ at per cent 


(c) Other Annual 
Charges ..... 


Total Charges and Income Tax thereon} 


Total Amount of Income less Charges, andl 
amount of Income Tax claimed to be 
returned 


ole). 6:'9 Ne "¥L UeEsne ys lent (bi:6h 0.80 eLanepe, auertinatetaneneks 


Annual Income Tax. 


Ls liditfer eran 
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How to Fill up the 
RETURN for ASSESSMENT. 
under Schedule. D. 

337. Henry Sykes is a Corn Dealer. He owns and ~ 
occupies a Leasehold Farm with a gross annual value 
of £80, the Ground Rent being £10 per annum. He 
owns six Freehold Cottages, the gross rental of which 
is £60. Sykes is a holder of £600 worth of 34% India 
Stock, and is a Director of the Hillside Laundry Co., 
Ltd., for which he receives a fee of £20 a year. He 
has received from the Union Bank &6 for Interest. His 
wife has an annual income of £21 from Leeds Corpora- 
tion 34% Stock. The Life insurance Premiums pay- 
able to the General Life Assurance Co. on the life of 
. Sykes and his wife are respectively £20 and £10. There 
are three children living all under 16 years of age. The 
_ Statutory income of Sykes in respect of his business as 
a Corn Dealer was for 1916-17, £270, for 1917-18, £300. 

Profit & Loss A/e. of Henry Sykes 


Dr. for the year ending 3Ist December, 1918. Cr. 
PEO ANN UPD Sitar somereconk isle ies o ste ereTord comnaie iaualar £140 | ay Gross Profit 
Peg RUBTAD EC Ne rorccaiste) diesels < <i Hittoe ae 3a 32 | from Trading A/c.| £710 
See Pueinte sith BOA FORK 60s < cveaeie amine. ¥ slate 10 Do of -55 DISCOUNb a: ass 26 
Re: SENVOLCL: «view cae ee tee twee ee 16 ZL 
5; General HXpenses 2.32%. .c-.c0rs ea 43 Wi 
PSU PIGUD ceca vinare ace. «ores orn sole wise’ 14 ma 
Py ECOUNG LR ack sc shascces «cee eee 5 wee 
>, Depreciation of Fittings............ 10 i 
», Interest on Loan of £200 at 34% ... 7 o 
», Life Insurance Premiums .......... 30 / i 
Fig ft OM SES 100 5 Uf one ar eae aCeca i ae A 416 Ze : 
£736 £736 


As the four last debit entries in the above P. & L. 
A/e., viz.:—Income Tax, £5; Depreciation, £10; 
Interest, £7, and Insurance Premium, £30; are not 
allowed as deductions, the total, £52, must be added 
to the Net Profit of £416, thus making the Statutory 
Income for 1918, £468. This amount added to the 
Statutory Income of the two previous years, £270 and 
£300, will give a total of £1038, with an average of 
£346. This amount.must be entered at the top of page 
2 of the Return fer Assessment. In entering the 
Particulars of Income on page 3 of the Return, the 
gross amounts of all interest-and dividends must be 


NI 


ee ee) ee 8” ” 7 
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inserted, not the net amounts after the deduction of tax. 
When the amount received is “free of tax,’’ the 
amount of tax must be added to arrive at the gross 
figure. The Glaim for the allowance of the Insurance 
Premiums must be made at the top of page 4, and the 
Glaim for relief in respect of Wife and Children must 
be filled up immediately below on page 4. 


Income-Tax Year, 1919-20. 


Section 2, Statement of Untaxed Income for Assessment 
. = = under Schedule D. Amount 


FROM TRADE, PROFESSION, EMPLOYMENT OR VOCATION, viz. :— 


The Trade, Profession, or Business of Corn Dealer 
carried on by me | (Average profits). . 
at Market Street, Longton. 


FROM INTEREST, ANNUITIES, ANNUAL PAYMENTS, AND DIVIDENDS, 
{ NOT TAXED BY DEDUCTION, AND FROM DISCOUNTS, viz.:— 
Interest on Banking Accounts or Deposits 


ORCS ROR arr CaCI Cr ie er) 


TOTAL.. 


Hess, in the case of Trade, Amount claimed for Wear and Tear 
of Machinery and Plant which should not be deducted in 
arriving at the aboye figues 
NET TOTAL.. 


J declare that in the foregoing statement I 
General Declaration. have given a full and true Return of the whole 
of the Income chargeable upon me under Sche- 
dule D, estimated to the best of my judgment and belief, according to the 
provisions of the Income Tax Acts. I desire to be assessed by the District 
Commissioners. = : 
Given under my hand this first day of May, 1919. 
Henry. Sykes, Signature. 
61 Market Street, Longton, Business Address. 
Holly Farm, Longton, Private Residence. 
NE 
S ti E Claim for Allowance in respect of Life Assurance 
CCtlOh &. Premiums or Payments for Deferred Annuities. 


Amount of 
Capitalsum payable | Premiums 
State whether the Name of Date of at death— claimed as 
Assurance or Assurance Policy exclusive of any an Allow- 
Annuity is on life | Company or or additional benefit by | ance from 
of “ Self ’’ or of Friendly Con- way of bonusor __|the income 
** Wife.”’ Society. tract > otherwise. returnedon 
5. page 2. 
General | : a Bs 
Henry Sykes, : 3rd ; £500 20 | - 
Assurance Oo. Maa 
Mary Sykes, ditto. 1900 £250 10} - 


I claim an allowance in respect of the foregoing amount of premiums, and I 
declare that I have not deducted the amount of such premiums In arriving at 
the profits or gains entered on this form, and that I have-not claimed an 
allowance for the premiums from aDy other assessment upon me. 

HENRY SYKES, Signature. 


pi. S85 


Section 


D. 


Page 


Claim for Exemption, Abatement, or Reduction of Rate of Tax. 


a r 


The Claimant must set forth every source of his Income, with the amount derived 
from each source, whether tax has been paid on it or not, and notwithstanding that 


the Income may have been received “free of tax” or ‘‘ tax compounded.” 


The 


word “ None” should be written in any of the spaces (a) to (f) under the heading of 
which the claimant has no income, If there is not sufficient room to set out the 
Tncome in full hereon, particulars may be given on a separate sheet and the totals 


brought to this page. 


No. 1.—Particulars of Income. 


Amount. 


(a) From Trade, Profession, Employment, or Vocation :—Oorn Dealer 


(6) From any Public Office or any Employment not entered above. 
(Name and Address of Employer to be stated) :— 
ee as Director of Hillside Laundry Co., Ltd. .......... 


(ce) From Property, including the annual value of the crepe: which I 


own and occupy :— (Precise address to be stated 
Holly Farm, Longton ........... ces. cuir tris reo acl 
6 Cottages, Nos, 12 to 22 South Street, Longton ......... 


{d) From the Occupation of Land :— 
“Folly Harm, LONGON 0 cicv0s os cle baccws eros haieare aaa lete 


ee 

(e) From Dividends, Interest, Annuities, Colonial and Foreign Secur- 

ities and Possessions, and any Income not already enteredelsewhere 

on this page, viz.:—(I) Income subjected to U.K. Income Tax 

before receipt. (IT) Income not subjected to U.K. Income Tax 
before receipt. 

S6002 8S 6 LNdie. Stock i «eink eece oie oe Rrechcotse ah Siete fs 

ROI ATLCLESE <3 vicrths oie .clais, atedble wi sicies ore fenagcmaa pac 


(7) Wiie’s Income, if not included above (giving fuli particulars and 
stating whether subjected to U.K. Income Tax before receipt or net, 
Tf included above, it should be so stated ; should there be no Income 
from this source, the word ‘‘ None”’ should be inserted) :— 


£600 Leeds Corporation 34% Stock .......... Bisiieratvort 
Total... 
No. 2.—Particulars of Charges on Income. FAniaal 
Tf there are no Charges write “‘ None.”’ It is not Amonnt 4 
sufficient to leave this space blank. payable. 
(Life Assurance Premiums should not be entered here, 
but on page 4.) £ 8. d. 
eT RD ¥ ca 3 See 
Groufid Rent adem payable to A Giie | SLO = 
Mortgage or Loan :— : 
£200 at 34% from John Smith om ......0.+256- eae 7 J-|- 
Annuities, payable tO ......+..ee eee eeneeees GOO 
Patent Royalties, payable to .........cceeeceeeee Bt 


Other Annual Charges (if any), viz.....payable to.... 
Total Charges.... 


* ‘Total Amount of Income FROM ALL SOURCES less Charges.... 


I declare that the above statement contains a full, just, and true 


£ 
- 346 | - 


8. 


160 | - 


d. 


account and return of the Whole of my Income from every source A Woman must 
whatsoever, for the Year ending the 5th day of April, 1920, estimated state after her 


according to the provisions of the Income fax Acts, and I therefore 
elaim the relief to which I am entitled in respect of such Income. 


Given under my hand this first day of May, 1919. 


Signed, Henry Sykes. 
Private Residence, Holly Farm, Longton. 


* 


signature 
whether 


married, Widow 


or Spinster, 


eae Claim for Relief in respect of Wife, living with her husband, ; 
Relief is only allowable where the total income does not exceed £800. S E ; 

Full Christian Names of Wife JAZary = 
ee -, 5 

I claim an allowance in respect of my wife, named aboye, who is living with me. 4 
Henry Sykes, Claimant’s Signature. _ 

= en 
Section Claim for Relief in respect of Children, including : 
J. : Step-Children. : 
Name of each child under the age of ‘ Was the. = 

16 years on 6th April, 1919. Date of Birth: Place | oniie cia = 

Full of on = 

Surname. - Christian (Named Day. | Month.| Year. Birth. Ped a 

~ ‘ 1919 < 

eS Dee ES x 

Sykes Arthur 10 Feb. | 1908 | Longto Yes.--@ 

Sykes Harry 12 Dec. | 1910 Do. | Yes. 4 
Sykes Herbert 5 Oct. | 1918 Do,..==!—— Ves, am 

I declare that the above-named children (three in number) are my children, or my step-_ 
paren, ve they were living on the 6th April, 1919, and that the above particulars are true _ 
and correct. : 


Henry Sykes, Claimant’s Signature. 


338. After completing the ‘‘ Return for Assess- 
ment,” make a copy of all the details entered therein, 
for reference when preparing the next Statement. 
Send the “ Return” by post to the local Assessor of 
Taxes in the printed (official paid) envelope, which 
generally accompanies the Form. In due course 
Henry Sykes would receive from the Clerk to the 
Commissioners of Income Tax a Netice of Assessment ; 
of Tax, and intimating that in case of intention to 
appeal against the assessment, notice of objection 
must be given in writing 21 days from the date thereof - 
to the Inspector of Taxes. At the end of the year 7 
Henry Sykes would receive the usual Demand Note ; 

from the Collector, requesting the payment of the 
duty, one half of which (subject to the usual abate- 
ments and allowances) would become payable on the 
Ist January, 1920, and the other half on the lst 
July, 1920. » ‘ 

339. The total income, from all sources, of Henry 4 
Sykes, as shown on page 3 of the Return for Assess- 
ment, is £679. As a married man, Sykes is entitled 
to the statutory abatement of £225; plus £90 in respect 


Lei salle gage Nd 


othe 


ara Dery a 


of his three children ; plus £50 12s. being one-tenth of 
his earned income; plus £4 10s. being 3/- in the £ on 
the assurance premiums. ; 

340. The income of Henry Sykes is classified below 
in accordance with the Schedule under which it would 
be taxed, and is divided into two columns showing the 
income taxed (4) by deduction at the source, (2) by 
direct assessment on Sykes. When paying the Ground 
Rent, £10, to the Duke of Leeds, and the interest on 
the Loan of £200, to John Smith, tax would be 
deducted at the full rate by Sykes. 


Deducted j Paid direct 


Schedules and Nature ef Income. 
; : at source. 


Schedule A. Unearned income. 
Holly Farm, Leasehold, gross annual 
pal £50 Serene cet ts Se 
Deduct £10 for Repairs ......... 
6 Freehold Cottages. gross annual 
ele LOO ceca c 5 ete kew ee oo serene aia 
Deduct £10 for Repairs ......... 


70 |-| - 


Sshedule B. Harned wmcome. 
Occupation of Holly Farm,” gross 
annual value .. 0... cece este ees 160 | - | - 


Sehedule C. Unearned mcome. 

Interest at 34% on £600 India Stock, 
tax being deducted by the Bank of 
England. ......+--s eee rec eee eeees 

Schedule D. Harned and Unearned income. 

Average Profits of Corn Business £346 346 | -|- 
Subject to the usual abatement and 
allowances ......+++-+-> EGC PA 


bo 
pent 


Interest at 34% on £600 Leeds Corpora- 
tion Stock, tax being deducted by the 
Corporation, which would be assessed 
upon its statutory profits ........--. 21} - 


Interest received from the Union Bank 6 |-|- 
Schedule E. Harned income. 
‘Director’s Fee, Hillside Laundry Co., 
Wii Cle ce eer woke Sackehe clecien sire gisinle ce 20 - 


Total taxable income of Sykes ....|| £42 | - 
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844. EXCESS PROFITS DUTY. While the effect of the 
war, on the one hand, has been to,reduce the income of 
thousands; on the other hand, it has largely increased the 
profits of many business concerns, particularly those engaged 
in supplying the Forces with the necessaries of life and munitions. 
Just as it is reasonable to afford relief in the taxation of those 
who have suffered from reduced incomes, so it is equitable to 
impose additional taxation upon those who have made extra- 
ordinary profits. Therefore the Finance Act provides that 
where the profits of any business in any accounting period made 
after the 4th August, 1914, and before Ist July, 1915, exceeded 
by more than £200 the pre-war standard of profits, a duty of 
50 per cent. shall be charged upon that excess. By the Act of 
1916 the E.P.D. was increased to 60 per cent., and on Ist J an., 
1917, to 80 per cent. The duty was reduced as from lst Jan., 
1919, to 40 per cent, and increased to 60 per cent, as from Ist 
Jan., 1920. This duty is not chargeable on the incomes of 
farmers, professional men, officials and employees. 

The accounting period is the time covered by the last set of 
accounts, made up after the 30th June, 1914. Most concerns 
balance their books and prepare the annual accounts at the end of 
the year, 31st December, in which cases the accounting period 
woud be the whole of the year 1914. In these instances the 
accounting period would include profits made during the seven 
months (January to July) preceding the war, and five months 
(August to December) after the commencement of the war. In 
computing the profits of the accounting period, as well as those 
of the pre-war trade years, the actual profits (not the average) of 
each year must be ascertained separately. The principles laid 
down by the Income Tax Aets concerning the items to be in- 
cluded in the accounts will be applied, except in regard to 
interest on borrowed money, rents, royalties, and other pay- 
ments on which tax is collected at the source, all of which may 
be charged against the profits. Payments to directors and 
managers shall not, except under special circumstances, exceed 
the sums allowed for those purposes in the last pre-war trade 
year. Income derived from investments shall not be credited, 
except in the case of Trust, Insurance, and kindred companies. 
The pre-war standard of profits may be ascertained by one of 
two methods, at the option of the taxpayer. : 

(a). The average profits of the best two out of the last three 
pre-war trade years; with the proviso that where it can be.shown 
that the last three years were periods of abnormal depression, 
any four of the last six pre-war trade years may be substituted, 
The claim to abnormal depression is not permissible unless the 
average profits of the three pre-war trade years are at least 25 
per cent. below the average of the three preceding years. 

(b). The percentage standard on the capital employed in the 
business, at the rate of 6 per cent. in case of a company or 
corporation, and seven per eent. in the case of a sole trader or 
firm. These statutory percentage rates may be increased on 
appeal to the Board of Referees. 


~ 


(a). Example 1 of Average Profits Standard :— 


—_—a e 


Profits for year ending 31st December, 1911 £1900 
= As 1912 2200 
” ” 1913 3400 
EE) ”? 1914 9600 
The best two pre-war trade years were:— . 
Year ending 3lst December, 1912 £2200 
Ss as 1913 3400 


- Divide by 2)5600 


to ascertain the Average pre-war Standard £2800 
Profits for year ending 31st December, 1914, 
being the accounting period............. £9600 
Deduct Exemption .........-.+556- £200 
Deduct pre-war Standard ........... 2800 ~—3000 
50 per cent of )6600 excess 
_ will produce the Excess Profits Duty £3300 
Pel 
Example 2 of Average Profits Standard :— 3 
Profits for year ending 31st December, 1908 £8400 
Z ye 1909 6000 
ee = 1910 4800 
= :: 1911 2900 
3 - 1912 2800 
os 1913 1500 
; 1914 9925 


” > ’ » 

The average profits of the three pre-war trade years—1911, 12, 

13, are more than 25 per cent. lower than the average of the three 

preceding years, 1908, 9, 10, therefore the taxpayer may take 

advantage of his option, and substitute the four best years out 
of the six pre-war trade years. 


Year 1911 ...... £2900 Year 1908 ...... £8400 
Rp ORES agoee 2800 9 L900 es 6000 
Be LO Lower ses 1500 re, NN) ae oer 4800 


Divide by 3)£7200 Divide by 3)£19200 


Average £2400 Average £6400 
mame aan 
The four best years were:—1908 .........-- £8400 
UQOO Pec were eter ares 6000 
UGE Osatraieceyonsseewsers 4800 
WO Ulta ctel- «teensex 2900 


Divide by 4)£22100 
to ascertain'the Average pre-war standard £5525 instead 
maha 


of £2400, thus reducing the duty by-half of £3125 = £1562. é 


Pt ee oe ek ~ Tons NA Ga oS 
ase = 


Profits for year ending 3lst December, 1914, 


being the accounting period ............. £9925 
Deduct Exemption ............ £200 : 


Deduct pre-war Standard ....... 5525 5725 


50 per cent. of )£4200 excess 


will produce the Exeess Profits Duty £2100 
“ Sans 


(b) Example of Percentage Standard :— 


Net Capital of Company £50,000. : 
Profits for year ending 3lst March, 1912 £2700 


” ¥ 1913 1900 
Sey Fh 1914 1600 
” 3 1915 9800 _ 
The best two pre-war trade years were the :— 
Year ending 3lst March, 1912 .............. £2700 
%9 = LOIS eee 1900 


Divide by 2)£4600 


As this average pre-war standard of profits £2300 
= 


is less than six per cent. (£3000) on the Net Capital of £50,000, 
the percentage standard may be adopted as the pre-war standard 


*% 


in this case, thus :— : 
Profits for year ending 31st March, 1915 
being the accounting period........... £9800 
Deduct Exemption ................ £2 


50 per cent of )£6600 excess 
will produce the Exeess Profits Duty £3300 


Se 


Capital and Percentage. 
adopted it is necessary, for the 
statutory definition of Capital should be observed. 
Finance (No. 2) Act, 1915, the capital of a trade or business is 
defined, so far as it does not consist of money, to be—(a) so far 
as it consists of assets acquired by purchase, the price at which 
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other assets which have not been acquired by purchase, the 
value of the assets at the time-when they became assets of the 
trade or business, subject to any proper deductions for wear 
and tear or replacement ; but except in the case of Investment, 
Trust, or Insurance Companies, investments shall not be 
included as part of the Capital. All liabilities of a trade or 
business, including borrowed money, shall be deducted in 
ascertaining the amount of Capital. Where any asset has been 
paid for otherwise than in cash, the cost price of that asset shall 
be taken to be the value of the consideration at the time the 
asset was acquired, but where a trade or business has been 
converted into a company and the shares in the company are 
wholly or mainly held by the person who was owner of the trade 
or business, no value shall be attached to those shares so far as 
they are represented by goodwill or otherwise than by material 
assets of the company unless the Commissioners of Inland 
Revenue in special circumstances otherwise direct. Patents and 
secret processes shall be deemed to be material assets. 


Notice of liability to Exeess Profits Duty must be given by all 
who are chargeable to the Commissioners of Inland Revenue, 
Somerset House, London, W.C., otherwise they are liable to a 
penalty of £100. After notice has been given by the taxpayer, 
he will receive from the Inland Revenue a Form of Return to be 
filled up by him within two months from the date of receipt, 
beyond which time the taxpayer incurs a penalty of £10 per day 
for delay in making the Return. On receipt of the Return the 
Commissioners will make the assessment, the amount of which 
will become payable within the next two months, notwithstand- 
ing any appeal. Should the taxpayer be successful in obtaining — 
a reduction on appeal that amount would be repaid in due 
course. 


The Exeess Profits Duty forms a deductible expense in 
arriving at the Schedule D assessment, not from the year in 
which the profits charged to the duty are made, but from the 
actual year of payment.. For example, assuming the payment 
of £3960 to be made in the trading year lst April, 1916, to 31st 
March, 1917, when the profits are £12300, that amount will be 
reduced to £9000 in arriving at the Income Tax averages for 
1917-18, 1918-19, 1919-20, thus :— 


Profits for year ending 31st March, 1915.. £9800 
” 1916 11800 


99 > 


: 1917.. £12300 
Deduct Excess Profits Duty .. 3960 8340 


Divide by 3)£29940 


Income Tax Assessment, 1917-18 £9980 
> eS 
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Income Tax Exercise 1. 


Prepare an Income Tax return showing the amount payable 
under Schedule D for the year ending 5th April, 1908, from the 
following particulars :—Net Balance of P. & L. A/es., 1904, 
Profit £1500 ; 1905, Loss £400 3 1906, Profit £900. The follow- 
ing had been debited to the A/cs. before arriving at these 
balances :—Int. on a Mortgage of £4000 at 4% each year, Bank 
Int., 1904 £30, 1905 £40, 1906 £20, Int. on Cap. £500 each year. 
An amount of £100 had been written off each year on A/c. of 
Goodwill, and the following amounts had been charged for 
Income Tax :—1904 £75, 1905 £45,-1906 £60. 


Answer.—Profits £2335, £405, £1720; Average £1486 13 4, 


Income Tax Exercise 2. 


John Jones died on 31st March, 1907, without paying the 
Income Tax due Ist Jan., 1907. What amount should you, as 
Exeeutor, pay on the following private A/c. for the year up to 
his decease :— 


Premiums on Life Assur- Dividend from Companies from which 

BRO eceicis csnje Givers £300 Tax has been deducted .........., £1000 
Interest on Loan after Interest on Bank Depositss =e. 250 

deducting Tax ..... 200 | Rents upon which tax has been allowed 
Paid off Loan....2.... 2500 under ScheduleAv, =... 4 =..5 se 500 
House Rent... aroncos 150 | Interest on Mortgages from which tax 
Living Expenses ...... 1500 has been deducted ......:........ 800 
Charities ............ 100 | Salary as Managing Director of Com- 
Invested -........... 200 ULI ABR eee eee 2000 
Losses on speculation on Share of profits on a joint venture in a 

Stock Exchange .... 600 shipment of goods to Siberia....... 1000 


Answer.—Tax payable on £2950. 


Income Tax Exercise 3, 


A Colliery Proprietor’s books showed profits in 1903, £2000 ; 
1904, £1500; 1905, £8000; 1906, £6500; 1907, £8000. In 
arriving at these results, £500 for his services, £800 for Int. on 
Cap., £250 for Income Tax paid, £50 for Charities, £750 for 
Mine Rents or Royalties, £80 Contribution to the Colliery 
Owners’ Defence Association, £350 for Depreciation of Plant, 
and £200 for Exhaustion of Freehold, had been charged each 


year, and in 1904 a payment of £35 for legal expenses on the 
purchase of the freehold, 


Answer.—Profits, £4980, £4515, £10980, £9480, £5980. Average 
£7187, subject to allowance for. Wear and Tear of Plant. 


Income Tax Exercise 4, 


Clay, Fry, and Hill carried on business, sharing results 
equally. They owned their own works, which were assessed for 
property tax at £800. Their books showed the following profits : 
1905, £2600; 1906, £3000; 1907, £2500; in arriving at which, 


Salaries of partners £900, Interest on Capital—Clay on £15000, 
Fry on £7000, and Hill on £5000 at 5%, Bank Int. £250. 
Depreciation.of Buildings £400, and of Machinery £750 (73%), 
Income Tax paid £150, and Property Tax £33, were charged, 
and Dividends from investments £95 were credited, each year, 
and £50 loss on sale of shares was charged in 1907. Clay’s life 
was insured for £1000, upon which he paid a premium of £30 
ayear. Make up the A/c. for Income Tax 1908-9, and apportion 
to each partner the amount upon which tax would be payable. 
The rate of tax was 1/- in the £. 


Answer.—Projits £5428 ; £5828; £5378; Average £5544 13 4. 

Claim for Wear & Tear-of Machy. 5% £500. Partners’ 
- assessments :—OClay £1981 11 1 (subject to deduction of £30, for 
premium) ; Fry £1581 111; Hill £1481 11 2. 


Income Tax Exercise 5. 


Dean, Hall, and Thorp carry on in partnership the business 
of tailors, sharing profits after charging partners’ salaries and 
int. on cap., equally. They are entitled to 5% int. on cap., 
Dean £2000, Hall £1000, Thorp £500. They draw as salary per 
week—Dean £5, Hall £3, Thorp £4. The net profits of the 
business, after debiting to P. & L. A/e. the above items, and 
also Loan Int. £50, Depreciation of Freehold Premises owned 
by the firm £50, Bank Int. and Charges £35, and Depreciation 
of Tools and Machines £25, are as follows :—1906, £600 ; 1907, 
£615; 1908, £750. The net assessable value of the firm’s 
premises is £50. Income Tax, both Schedule A and Schedule 
D, is charged directly to the partners and not passed through 
the P. & L. A/c. Make out A/c. showing the amount upon 
which the firm should be assessed under Schedule D for the 


year 1909-10. Show the amount upon which each partner would 


be liable to assessment, and state what amount of abatement 
each would be entitled to, none of them having any other 
income. 


i 
Answer.—Profits £1474; £1489; £1624; Average £1529, 
subject to allowance for Wear & Tear of Tools & Machines. 
Partners’ assessments :—Dean £475; Hall £291 ; Thorp £318. 


Income Tax Exercise 6. 


King, Barr, and Lord are partners. Net profits, after paying 
int. on cap. and management salaries of £200 to King and 
£300 to Barr are divided equally. Lord put in £6000, on which 
he receives 5%, King and Barr put in no cap. Lord has a 
private income of £2000 per year, in respect of which he makes 
a separate return to the Income Tax Authorities, leaving the 
tax on his income from the business to be settled by the firm. 
King and Barr have no private income. The firm returns its 


~~ 


assessable profits which are accepted by the Surveyor, for the 


OR ae 
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year to 31st December, 1906, £900; 1907, £1200 3 1908, £1800; 
1909, £2500. What tax was payable by the firm in respect of 
the year ended 5th April, 1910? State how much of the tax 


paid was chargeable to each partner, 


Under the circumstances enumerated above, Barr pays an 
annual premium of £100 on a policy of his life. King is 


uninsured. Upon what amount is tax payable by each member 
of the firm ? 


Answer.—Average of the firm £1300; Tax paid by King on 
£206 13 4; Barr on £238 17 10; Lord on £466 13 4, é 


MISCELLANEOUS EXERCISES. 
Exereise 70 (Chartered Accountants). 


Prepare Trading, P. & L. A/es. and B/S. of Tyler & Co.; 
from the following T.B. and particulars as on 30th J une, 1900. 
Stock 30th June, -1900, £3750; Rent, £200 a year, is charged to 
31st March, 1900; repairs to engine, estimated at £90, a/c. not 
yet received. Provide 23% on book debts for discounts, £150 


for estimated loss by bad debts, and £20 for int. accruing on 
loan. 


Dr. Balances— Dr. Balances—continued 
Sundry Debtors .........., £5140 Discounts and Allowances , oneezoe 
Bilis Receivable...... OPEL 217 Coal, Coke and Engine Exs... 264 
Advance on Loan.......... 600 |" Carriage 23. 26. 1.32. 0cn he 206 
Cashin hand..... Mescpisicteay es Incidental Expenses ... 177! 151 
Stock at 30th June, 1899.17: | 3020 | Commissions ........./.° °° 50 
unchases= soci ses eee 7386 | Bad Debts ...... ey 5 07 
Wages, productive ......._° 4839 | Cr. Balances— : 
Wages and Salaries, unpro- Sundry Creditors 
ductive... ss sreeeees 1045 | Bilis Payable ......._! 
Travelling Expenses ....... 503 | Bank Overdraft 
Int, and Bank Charges... .. r= al) Balosic cap satstd eee ae ee 16406 
Stationery, Printing & Stamps 284] Rents & Steam Power (reed. 329 
Rates, Rents and Insurance 222" |\=-Capital, «vets ss cs Ss ae 3249 


al 
Exereise 71 (Chartered Accountants). 

Prepare Trading, P/L. A/es. and B/S. of Watson & Co. from 
the T.B. and particulars given below on 30th J une, 1901. 
Stock at the end of the year, £8550. Make provision of 5% on 
debts for discount and £200 for loss by bad debts. 

Dr. Balances— ; 


¢ Dr. Balances continued— 
Drawing Avess poo £420 | Plant and Machinery ....... £3500 
Stock, 30th June, 1900 .. .. 8000 Sundry Debtors... -. +. 4800 
Purchageimacnces esas te: 9500 | Land and Premises ........ 6890 
Cashiers, i eta Soap 80 
Cr. Balances— 
Capital So ee siete: watyineiatete 14960 
Bank Overdraft ..... 1). 17° 145 
BALOS sachs sank women eerie + 20000 
Sundry Creditors seseee 6800 


ot ere 
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Exercise 72 (Chartered Accountants). 


Prepare Trading, P/L. A/es. and B/S. from the following 
P.B. of Brown & Jones’ books, the Stock at the close of period 
being £5294. Share profits and losses equally. 


Dr. Balances— : Dr. Balances continued— 

Brown's Withdrawals ...... £732 1 Repairs and Renewals ....... £372 
Jones’ Withdrawals ........ 564 | Interest and Discount ...... 932 
Purchases .......-- reste sieves 25261 | Bills Receivable............ 640 
Investments ...c.0...0e0ss 732 | Cr. Balances— 

OWN AUTOR eo nctte aisle ao mpa'e 0:6 ewes 3640 Creditors a2. «cen cerat ee ct 9376 
Debtors oo. cee ee ge eee . 11825 | Thos. Brown's Capital ...... 15239 
TRON G oer pct e esis anie a spe = 520 | Edwin Jones’ Capital ...... 12658 
Professional Charges ....... 75 Dividend on Investments ... “72 
SS peteatcie ac alt oe nse oclere's \ 827). Loan..... Bee ee 400 
Land and Buildings ........ 90696st= Bankersioz ss ecco ce seaes aes ees 
Machinery .......--< ete ils PaVADIO srites avec bse 2364 
GalarOS och gece ses ee Depreciation Fund ......... 2459 
Office Expenses CEE Sienat5 5 de eons oo oge 32674 


Ans.—Gross £9067 ; Net £6038; Cap. 7.B. £17526; H.J. £15113. 


Exercise 73 (C.A.) 


Prepare Trading A/c., P/L. A/c., and B/S. of Brown & Dean 
from the following T.B. on 3lst Dec., 1901. Stock £6560. 
Alfred Brown takes two-thirds and Charles Dean one-third of 
net profit. The partners are to be credited with 5% int. on 
the amount at credit of their Cap. A/c. as from previous B/S. 


Dr. Baiances— Dp. Balances continued— 
Alfred Brown’s Drawings A/c. £1400 General WxpenseS ........0. £1430 _ 
Chas. Dean’s Drawings A/c. 800°} Cash at Bank ......-.ec00e ~ 2600 
Furniture 440 | Cash in hand «...5....ce0e 28 
Debtors ........-- 
Purchases Gr. Balances— 
MARIOS cris ais ve ols beiervivie se 0 | A.B. Cap. A/c. Fe Jan.,1901) 4600 
WAGES 22. ccee renee rcoeeee C.D. Cap. A/e.(ist Jan., 1901) 2800 
SGOCI eave vipemrelve ale rie ne ais Creditors <. 1600s. cess eccee 7630 
Rent and Rates Salese cece ewe ors ax ioltin slays ciec 64970 


Ans.—Gross £6080 ; Net £2700 ; Cap. A.B. £5230; C.D. £3040. 


Exercise 74 (C.A.) 


On Ist Jan., 1901, the partners’ cap. (which bears int. at 5% 
per ann.) was thus :—Alf. Addy, £9652; Ben Burt, £8421 ; Cecil 
Caine, £5238; and Dan Dodd, £2226. A.A. lends the firm 
£4000 on Ist July, 1901, and B.B. £2000 on Ist Oct., 1901, both 
at 6% perann. The credit bal. of the P. & L. A/c., after debiting 
it with all charges except int. on partners ‘'a/es., was £6814 « 


17s. ‘The partners withdrew during the year:—A.A. £620 


(interest accrued thereon £24) ; B.B. £430 (int. £16) ; C.C. £350 
(int. £12); D.D. £230 (int. £10). Prepare P. & L. A/c., and 
adjust the partners’ a/cs. as on 31st Dec., 1901; they receiving 
profits or being charged with losses thus :—A.A. one-half; B.B. 
one-fourth ; C.C. one-eighth ; D.D. one-eighth. 


oe bet ee ee = 
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Answer.—Interest on Capital, A.A. £480 12; B.B. £415 11; 
C.C. £256 8; D.D. £109 16. Net Profit £5427 10s. ; Cap. A.A. 
£12,426 7s.; B.B. £9788 8s. 6d.; O.0. £5822 16s. 9d.; D.D. 
£2784 4s. 9d. : 


Exercise 75 (C.A.) 


Hy. Pratt, Fred Jones, and John Todd entered into partner- 
ship on Ist July, 1901. Pratt brought in as cap. £3000, Jones 
£2000, and Todd £1000. They were to share profits in the 


proportion of three-sixths, two-sixths, and cne-sixth, but ag 


Jones and Todd were the working partners they were to be 
credited at the close of each current year, by way of salary, with 
the respective sums of £250 and £150. Pratt was to be allowed 
to draw each year as against profits £500, Jones £350, and Todd 
£250, but int. at 5% was to be charged on such drawings; the 
deed also provided that Jones and Todd should have the right to 
bring in extra cap. not exceeding £1600 each, and that they 
were to be credited with 5% int. on all capital. On closing 
books 30th J une, 1902, partners had drawn :— 


Pratt, lst Sept., £100. J ones, Ist Augt., £80. Todd, Ist Augt., £60. 


Ist Nov., 150. Ist Sept., 70. IstSept., 50. 
Ist Dec., 200. Ist Oct., 100. Ist Nov., 80. 
Ist Dee., 85. Ist Dec., 20. 


On the Ist Oct., Jones brought in as additional cap. the sum 
of £250 and Todd £400. On making up the books on the 30th 
June, 1902, and before either the salary or int. to partners had 
been dealt with, the bal. to the credit of P. & L. stood at the 
sum of £2200. Make the necessary closing entries, and prepare 
Cap. and P. & L. A/es. showing the exact position of the partners 
on Ist July, 1902. 


Answer.—Net Profit £1511 10s, 5d., Cap. H.P. £3440 15s. 2d; 
FJ. £2765 83. ld.; J.T. £1648 16s. 9d. 


Exercise 76 (C.A.) 


Prepare Trading, P/L. A/es. and B/S. of Arthur Berry, from 
the following, for the year ending 30th June, 1902. 
Cap. of A. B., Ist July, 1901, £15000; Drawings of A. B. £1500 


Stock-in-trade, Ist July, 1901, £8000. Purchases...... 24000 
Consignments made by A.B. at cost, and still unsold ,,. 1000 ~ 
Wages, £9000; Cash Balance ...........\, Siero at 2000 
Rents, rates and taxes, and trade exs. at WOPKS Sie Sere 600 
Fire Inese., of which £35 represents premiums prepaid. . 100 
Sales (after deducting returns) including consignments.. 41000 
Rents of cottages belonging to A.B. received during the 

YORE ah ssid Vom amas he sy ay cae + hoe ae ae =e LOO 


Advances on consignments, £500 ; Creditors on open 2/cs. 3000 
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Plant and machinery, depreciation to be provided at 10% £4000 
Commission to travellers, £1200; Discount Dr. balance. . 1250 
B/R. in hand at 30th June, 1902, £4000; B/P. current.. 2500 
Office rent and salaries of clerks, including incidental exs. 900 
Loan from bankers, int. accrued, £25, to be added ..... 2200 
Debtors (out of which reserve £400) for doubtful debts .. 6900 
Int. on cap. at 5% per ann. to be provided. Stoek £7500. 

_. Answer.—Gross Profit £7500; Net £2160 3; Cap. £16410. 
Total of B/S. £24635. 


Exercise 77 (C.A.) 


Thomas Thacker carried on business for a number of yearsas 
a cloth manufacturer, and on Ist July, 1901, he agreed to take 
his manager, Alfred Barker, into partnership. Thacker’s books 
were made up to that date, and his position was as follows: Dr. 
“¢ Balances: Freehold Mill £12500; Machinery, Utensils, &c., 
£2500; Office Furniture £200; Stock on hand £1750; Book : 
Debts £1050; Cr. Balances : Yorkshire Bank £1425; General 
Crs. £975; Thacker’s Cap. £15600. The articles of partnership 
provided that 5% was to be allowed on the partners’ cap. and 
that there should be written off each year as depreciation 24% 
from the freehold, 7$% from the machinery and utensils, and 5% | 
from office furniture and book debts. Thacker was to take 
three-fourths and Barker one-fourth of the net profits. On the 
lst of each month Thacker was to draw as against profits £62 10, 
and Barker £20 16 8. On the 30th June, 1902, stock was taken 
at £2850, and the T.B. of the books was as follows :—Make 
closing entries, having due regard to the provisions of the articles 
of partnership, and prepare the P/L. A/c. and B/S. 


Sr. Balances— 


Dr. Balances continued— 


Freehold Mill ¥....<..62+% £12500 | Travelling Expenses ....... £100 
Machinery and Utensils ... 2500 | ‘Thacker’s Drawings........ 750 
Office Furniture........... 200 | Barker’s Drawings ......... 250 
Book Debts ............6, 1850 > 
Wages and Salaries ....... 3150 | cr. Balances— E 

~ General Expenses ......... 95 Yorkshire Bank ........... 950 
Freight and Carriage ...... 105 | General Creditors ....... «.. 1450 
Interest and Discount ..... 70 Thacker’s Capital .......... 15600 
PPAR GH Gerclerodistelc stavass sictorsse oe 30 GoOdsrA Gite gemecatiste sites nities 


Ans: 


ods A/c. 
Profit £1517 10; Cap. T.T. £16768 26; A.B, £129 


3600 
7 6. 


Exereise 78 (C.A.) 
Make the necessary closing Journal entries, and prepare Trad- 
ing A/c., P/L. A/c. and B/S. of Samuel Johnson’s books as on 
the 3lst Dec., 1902, when the T.B. stood as below. Stock £866. 


Dr. Balances— Dr. Balances continued— 

Stock, 1st Jan., 1902 ........ £902 Wigan Banking Co. ......... £523 

PUNCIASOS —\c'ercrecsisinre'c 0a + a side's 4868 Trade Debtors ......... aces 2049 

RIALS earaisiis armas aleisiaai cise the 226 Loan Debtor, William Smith 63 

WV SOS se arara ocelot cer ePasave'a a oie, a6 700 EDIT WAG ore cat, steers srclnieisveleis 400 

Carriage and Freight ........ 152 

Rents, Taxes and Insurance 526 | Gr. Balances— : 

Office Expenses ............ 194 | Capital A/c. ............ee0e 3000 

Discount and Allowances..... 346 Trade Creditors ......c.00 . 899 

(Bad -DeDtar. cic ccne.s.<crecie oe ste — 2 28 Med ee ilets closets wleseaxere stools 
Answer.—Gross Profit £2317; Net £1002; Cap. £3602. 
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Exercise 79 (C.A.) 


Thos. Hymer and Wm. Stobart carried on business in Co- 
Partnership as Millers, each having an equal share in the Profits ; 
and on the 31st Dec., 1901, their Cap. amounted to £7000; 
of which £4000 stood to the credit of Hymer, and £3000 to the 
credit of Stobart. On the Ist Jan., 1902, they took in as third 
partner Jas. Brodie, who brought in Cap. to the extent of £3500, 
and by Deed the Shares in the Co-Partnership were fixed at 
three-eighths to each of the original partners, and two-eighths 
to Brodie, each to be credited with int. at 5% upon the amount 
of his cap. On the 3lst Dec., 1902, the books were closed and 
a net profit was found to have been made of £3000, but no 
Interest upon Cap. had been charged. Prepare P/L. and Cap. 
A/cs, showing the position of each partner. 


Answer.—Net Profit £2475; Cap. T.H. £5128 2 6; W.S. 
£4078 26; J.B. £4293 165. j 


. Exereise 80 (C.A.) 


Prepare Trading, P/L. A/cs. and B/S. of Smith & Jones, 
Potters, from the following T/B. on 30th Sept., 1903. Stock, 
30th Sept., 1908, £1200; Write off Depreciation of Plant and 
Machinery, &c., £100; Credit H. Jones with £100 for manage- 
ment. Credit partners with int. on Cap. at 5% less Int. on 
Drawings (J.8. £2, H.J. £8). Divide profits equally. 


Dr. Balances— Dr. Balances continued— 


Smith’s Drawing A/c. ....... £50 Carriage and Carting ........ £50 
Jones’ Drawing A/c. ........ 320 Sundry Purchases .......... “68 
Machinery, Plant, Tools, Bank Charges & Interest. .... 40 
Horses, Carts, &c, ........ 17 Incidental Expenses ........ 7 
Stock, 1st October,,1902..... 1000 | Rents, Rates & Taxes ....... 
Cratewood (Trading A/e.).... 70 Advertising, Stationery and 
Gas and Water ............. 20. rinting=.cs sess teen 
Repalrs;:h&eiseean sentence seces 1207 |=7 Debtors. gaia: aeons 1620 
Clay: Purchases *<issscns ce ve 350 | Gr. Balances— 
Straw Purchases ............ 120 | John Smith Capital A/c. ..... 2000 
Coal and Fuel (Trading A/c.) 1000 Hy. Jones Capital A/e........ 1000 
ALES orate estrccalecereie aie cterett tales 2700 Sales, Harthenware ......... 6000: 
Horse & Cart Expenses ...... 100 | Sales, Charged for Packing 
Travelling Expenses ........ 100 ANGPOTALCS 21s hanestasctes ica 
AACDEDUS skis. salsa eit 100 | Sundry Creditors ........... 500 
Discount & Allowances ...... 500 Bank Overdraft .........0.. 550 


Ans.—Gross £2060 ; Net £500; Cap. J. S. £2298; H.J. £1072. 


Exercise 81 (C.A.) 


Prepare P/L. A/c. and B/S. of William Beaumont for the half- 
year ended 31st Dec., 1902, from the T.B. below. Stocks 3lst 
Dec., Iron Bars, £1000; Tools, £700 ; Wire, £400; Bricks, nil ; 
Merchandise, £160. Write off one-half of goodwill, and 10% 
from Fixtures and Furniture. Credit half-year’s int. at 5% per 
ann. on Loan and also on Cap. Further Reserve for Income 
Tax £86. 3 

*The five starred A/cs. have been debited with the stocks on 
30th June, 1902, and with purchases, and credited with Sales. 


1 nepali edhe rlad 40 Rr tnlAna deste eK be iN Apa ny nota 


mah 


J 


ee. Cee re £50 

Discounts & Exchanges ..., 280 

Office & Incidental Expenses. 210 
Cr. Balances— ; 

Creditors as per Schedule ... 3900 

Income Tax Reserve A/c. ... 100 


Oapital Ale. s cmacceen oxics oc 5000 
Tron Bars A/c. balance ..... 500* 
Tools A/e. balance ......... 1800* 
ee A Ni ise be apocoas ee 
: Tricks A/c. balance.,....... 00 
rtising & Stationery.... 250 Merchandise (Sundries) A/e.bal. 180* 


190 Hoan ern lssc cats Soa 1000 
Ans.—WNet Profit, £2854 ; Cap., £7449; Total of B/S. £12,560. 


Exerelse 82 (C.A.) 


A London Australian Trading house has the following position 
at Ist Jan., 1903 :—Cap. A/e.—John Wise, £10000; Wm. Tate, 
£9000; Stocks at home, £896; Stocks at Melbourne, £8320; 
Machinery and Fixtures, £1000. Transactions during 1903 :— 
Dr. Balances: Purchases, £32360 ; Salaries, £250; Wages, £1750; 
Freight and Charges, £2830 ; Trade Exs., £870 ; Rent, Rates, and 
Fire Insurance.£620; J. W., Drawings (without interest) £650; 
W.T.. Drawings (without interest) £650 ; Bank Charges and Int., 
£110 ; Bad Debts written off, £280 ; Cr. Balances: Sales, £39860 ; 
Discounts recd., £270; Commission recd., £1000. 

At 3lst Dec., their Assets and Liabilities are as follows :-— 
Debtors, £8983; Stocks at home, £1240; Stocks at Melbourne, 
£9080 ; Cash in hand, £360; B/R. on hand, £2990 ; B/P. £3200 ; 
Bankers’ Overdraft, £2689 ; Creditors, £900 ; Advances on home- 
ward consignments, £4000. Prepare Trading and P/L. A/e. 
and B/S. Provide for int. on Cap. at 5% per ann. ; Depreciation 
on Machinery, &c., £100; Dis. on Debtors, £115; Res. for 
Doubtful Debts not written off, £398. Profits equally divided. 

Answer.— Gross Profit, £4024; Net, £1601; Cap., J. W. 
£10650 10; W.7. £9600 10; Total of B/S. £27040. 

Exereise 88 (0.A.) 

After writing up the Trading A/c. of the Goole Engineering 
Co., on 30th Sept., 1904, the following balances stood. in the 
books. 

Complete the P/L. A/e., crediting each partner one year’s int. 
at 5% on cap. and a half-share of the net profits. Also prepare 
B/S. 


Dr. Baiances— Cr. Balances— 


SLIGGOERD 5 ote snitrs. tne’ staelere ores H2800- |S CreditOrse se4. css siaevcte cove os £1200 
Bills Receivable............ 2200 | Billa Payable ............. 2060 
Plant, Machinery and Tools 8000 | Trading A/c. balance ....... 1080 
Office Furniture............ 100 | Provision for Outstanding 
Horses and Conveyances .., 500 Ls DUitles as cc. elem = oe ss 120 
AUK CIB ean ieetue case eee 850 Provision for Discounts and 

LLNS ae a ee ten a ae 90 Loss on Debts ........+.- 240 
Leasehold Premises......... 2880 | Robert Roberts’ Capital A/e. 5000 
ENCETESGA/O. <n craceisis pw sia sat 60 William Wilson’s Capital A/e 6800 
Stock-in-trade .......c.ce05 4020 |* 3 

Answer.—Net Profit, £430; Cap. R.R. £5465; W.W. £7355. 
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Exereise 84 (C.A.) 


John Hopkins and Wm. Thompson are in partnership. 
Hopkins is entitled to three-fourths of the profits, and Thompson 
to one-fourth. Their Stoek on 31st Dec., 1903, is worth £5773 
16 5, and they are each entitled to 5% Int. on Cap. Make out 
the Trading, P/L. A/cs. and B/S. of the Firm and the individual 


a/cs. of the partners. 


Dr. Baiances— 
Hopkins’ Drawings, including 


NGO ESE Socs cjcletseten colt oe 900 
Thomipscny 8 Drawings, includ- 

ing-Interestzsae. ..sonreote 255 
Stock, Ist Jan,, eee 6014 
Debtors ...... 16997 
@ashecieccccle 3489 
Auditors’ Fees 105 
Bad Debts 90 
Cartage ..... . 1019 
Discount and Allowances tire ee 
Fire Insurance ............ 

Answer. 

£12626 17 4; W.7. £6213 19:1; 


Dr. Warten continued— 


BSW ARCS iiss wc biaroes oieraiar eta a Boron" 
Rent, “Rates and Taxes . 3244 
Repairs Datei oreie atric arsenals weg On 
Salaries: Kicvajeia.n0. cic she oiteale . 1624 
Office Expenses aj Destaiala ie heal MTEL 
PUTCHASED ayrelaa ie akercatelraieteece 386300 


Cr. Balances— 
Hopkins’ Capital ace ANG 
Thompson’s Capital 
Creditors ....... are 


Ce ee ry 


Sales 
Gross Profit e11707 16 5; ‘Nei £2775 16 5; dae J... 


Total of B/S. £26259 16 5. 


Exercise 85 (C.A.) 


Prepare Trading & P/L. A/es. of Messrs. Walter Lee & Co. 
for the year ended 30th Sept., 1904, dividing profits equally. 


Provide £150 for loss on debts and £200 for discounts. 


on 30th Sept., 1904, was £3600. 
Dr. Balances— 


tronand Steel ....60.6..0 £9950 
Goods and Materials ....... 800 
Coal and Coke aetee 2S ) 900 
Carriage and Cartage . 88 
Wages... ascrnes Seeisiislaeee LOO! 
Salariess ~a.ts lovee cients 350 
Rent, Rates and Insurance 280 
Cashin. ccogeulsauewiostometes 100 
Bags & Packing (Tradg. A/c.) 300 
Repairs and Replacements ° 
Buildingsea5.4 ee eee 200 
Repairs and Replacements of 
Machinery, &¢. ......5... 250 
GD LOLB eis szapetomorarcrocteriere --» 4000 
Leasehold Premises......... 5000 


Answer.—Gross Profit, £2510 ; 


Stock 
Dr. Balances continued— 
St0ck) wre tek eee cae vee et eOO00 
Plant, Machinery, &. ...... 2500 
Loose Tools; &¢. 2:5. wia?etele wie 1000 
Trade Expenses eiutectsieiaaetety 600 
Cr. Balances— 
Discounts. A/Cre nrecieseee m3 20 
Bad Debts A/c. , 100 
Sales A/c. ...... 19000 
Bank Overdrait . - 1200 
Creditores aces 1050 
Mortgage, Loan on . 3000 
Walter Lee’s Capital. 5000 
Bruce Lee’s Capital . 3000 
George Lee’s Capital. . - 2000 


Net £600. 


Exereise 86 (C.A.) 


Prepare P/L. A/c. and B/S. of James 


T.B. on the 31st Dec., 1903. 
Dr. Balances— 


DFAWINGeA/ Crs rctciceecelatitoe £1041 
Fixtures and Fittings 35 
WIAZOSS Seca eee 450 
Bills Receivable...... 48 
Trade Expenses ...... 61 
Stock, 31st Dec:, 1903 ...... 1030 
ReOntrk nc. cnet enn 135 
Interest on Capita ........ 117 
pedey Debtors ..... OF 2735 


28912 


we cces esses 


Brown from the following 


Br. es continued— 


Fire Insurance ......... £8 

Interest and Discount . 212 
Cr. Balances— 

ene IASC erausvcceetecatater aut 4807 

Doubtful Debts Reserve . 619 

Reserve Discounts ......... 42, 

Sundry Creditors .......... 148 


adjustment of Stocks) . 214 


7 
‘Ans.—_Net Profit £1164 ; Capital £4930 ; Total of B/S. £6078. 


Te aa <P ee ey Pe age eae gaa en ae 
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‘Exercise 87 (0.4.) 


William Dove, carpet merchant, agreed to take into partner- 
ship his manager, John” Skelton, from Ist Jan., 1904, upon the 
following terms—the share of profits was to be as to two-thirds i 
to Dove, and as to one-third to Skelton. Dove was to be 
credited with 4% int. upon his cap., and Skelton with a yearly 
salary of £100 and with 10/-% upon the gross sales, The 
following B/S. of Dove as on the Ist Jan., 1904, was agreed to 
and signed by both parties. 


Sundry Creditors ..........,. £950 | Stock-in-Trade........2..... £2874 
OAR IO,. ware Saptescec. cae 4350 | Furniture, Fittings, &e. ...., 176 
Book Dobie. ss 4. fee, 1500 
Bradford Banking Co. ......! 750 


On the 31st Dec. the following was the T.B., the stock at the’ 
ist Jan., 1904, being included in the Purchases A/c. The Stock 
on 3lst Dec., 1904, was valued at £4060. Make closing Journal 
Entries, giving effect to the provisions of the partnership as well 
as to int. on cap. as to salary and com. on sales, and prepare 
Trading, P/L. A/es. and B/S. : 


Dr. Balances— Dr. Balances continued— 
iburchanes:- Asess. >. enh... £12500 Dove’s Drawing A/c. ....... £400 t 
Rent, Taxes and Insurance 450 Skelton’s Drawing oA (Oley ce oe 200 ‘ 
Carriage and Freight ....... ~ 700 ’ 
Salaries ..... ransie wale eieislere 200 | Cr. Balances— 
Wages ........ Pree 550 | Dove's Capital: a... ..ccocs cc 4350 
Office Expenses ........... LOO | SSS AleseA este ae ee ee 11350 
WIEDUORS oh raciee Muctiee ok 1850|= Creditors\se8e5 once 1250 


Answer.—Gross Profit, £1660; Net, £579 5s.; Cap. W. D. 
£4510 3s. 4dd.; J. S. £149 16s. 8d.; Total of B/S. £5910. 


Exercise 88 (C.A.) 


Sam Yates and Dan Zeno commence trade in partnership on 
Ist July, 1904, with Cap. £8000, of which £5000 are brought in 
by Y., and £3000 by Z. They take 5% per ann. int. on cap., and 
charge no int. on drawings. Divide profits :—Y., five-eighths ; 
Z., three-eighths. On 31st Dec., 1904, they find their T.B. as 
below. 


Prepare Trading, P/U. A/cs., B/S. and Cap. A/cs., charge 
10% per ann. depreciation on fixtures, &c., and reserve £250 for 
bad debts. Stoek at 31st Dec., £8840. 


. Bale Dr. Balances: continned— 

ee Fixtures and Furniture ..... £980 
Purchases = Y’s Drawing A/c. »......... 600 
WWWARGS) iacccoe secon c és om Z’s Des wing. Ger het ons ce 400 
Salaries 6 Cr. Balances— 
General Expenses; 0 Capital A/es. ...........00 8000 
Rent and Taxes Due to Bankers ........... 2380 
Interest and Discount (SCS Ato AO eaC eter 20630 
Debtors Creditors ...... Peels cisteiee eco 


Ans.—Gross £4350, Net £1308, Cap. Y. £5342 10s., Z. £3165 
10s. Total B/S. £15152. 


Me), 
sa 
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Exercise 89 (C.A.) a 


‘Wm. Johnson took into partnership John Sutcliffe on Ist Jan., 
1904, upon the following basis :—Assets:—Machinery, £2500 ; 


Stock, £2250; Book Debts, £1250; Yorkshire Bank, £750.~ 


Liabilities :—Creditors, £750; Wm. Johnson Cap. £6000. The 
freehold premises were the property of Johnson, and his Drawing 
A/c. was credited each half year with £125 as rent. Sutcliffe 
was to bring in as cap. £3000, and the respective shares were 
fixed at five-eighths to Johnson and three-eighths to Sutcliffe, 
the latter being considered acting partner. On the 31st Dec., 
1904, the T.B. was as below. Stock was valued at £3750. No 
int. was to be. charged on the drawings. Prepare Trading, 
P/L. A/es. and B/S., and journalise closing entries, 


Dr. Balances— Dr. Balances continued— 

Machy., Fixtures & Fittings £3500 | Sutcliffe’s Drawing A/c. .... £350 

Purchases, including Stock Debtors .........seeeeeees 2350 
1st January, 1904 ....... 14950 .| Yorkshire Bank ........... 1500 

SalATIGS Hine eid nuevo cinta a siaei dese 450 

SW ROSS aiewek sretcinreeiestameherensiare 1600 

General Expenses .......... 500 | Gr. Balances— | 

Rontis messes ee 250 | Johnson’s Capital A/c. ..,.. 6000 

Repairs, Alterations and Sutcliffe’s Capital A/c. ..... 3000 
Maintenance. :........... 150 ipl (a mnt reece ac irs > So 16300 

Johnson’s Drawing A/c. .... 700 | Creditors ......cceeeeereee 1000 


Ans.—Gross £3500; Net £2150 Cap. J. £6643 15s.; S. £3456 
bs. Total B/S. £11100, 


Exereise 90 (0.4.) 


Adam. Bede, Ben Binns, and Cecil Clive commence business 
on Ist Jan., 1904, with Cap. £15000. A has £7000, B £4500, 
and C £3500, and they divide profits and losses in the same 
proportions. On 31 Dec., their T.B. is as below. Prepare 


Trading, P. & L. A/es., Cap. A/cs. and B/S., allowing 5% int. — 


on Cap., charging 6% Depreciation on Plant, &c., and reserving 
£1000 for Losses on Consignments. Stoek £9870. 


Dr. Balances— | Dr. Balances continued— 


Stock, 1st January ........ £9240 | B’s Drawing A/c. «......... £600 
PUTCHASES) oo 0 « ciele sister siete 41333 C’s Drawing A/c. ......0e0. 556 
Salaries cre cnseiieisin es warren 620 | Gr. Balances— = 
WB QO8 Ser eincparcte pcersie wietne tite 2020-1 Ase Oapitales sccacirscte ane 7000 
Trade Expenses ........... 840: -Bis':Capital=ooecs cantante 4500 
Interest and Discount ...... 1008.;|2- CR Capitals. nantes ease 8500 
Losses in Exchange ........ 1686") SAless.ait eas cersore. une ee 20522 
Plant and Fixtures ........ 1650 | Consignments.... «2s 27060 
Debts and Consignments ... 16595 Commissions .... see. 2644 
Cashiazisstiescriesnis scan aces 141 NCreditors sian atisaoe toes 8200 
Bank ...eeessseeee see eeee 1360-| oan Ajo. Ss... cseneeaees .. - 5000 
A’s Drawing A/c. .......... 950 Loan. Interest? ... scree cece 100 


Answer,—Gross Profit, £4859 ; Net £1500; Cap. A.A. £7100; 
B.B. £4575 ; C.C. £3475 ; Total of B/S. £28450. 


Pony ee 


ARON SAAN ag Pio tat ed aes Ennely eg ath 


a 


Li 
Aaa en font mcd Tet, toe 
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* Exerelse 91 (C.4.) 


Wm. Jones in retiring from business agrees to dispose of it bo 
Cecil Hall and Hy. Coates. The Assets consist of :—Debts, 
£5600; Stock, £3800; and Plant, £2400 3 and Liabilities which 
are to be discharged by the successors are £3800. They bring 
in as Cap. £1500 each, and the bal. due to W. J. is to be subject 
to int. at 5% per ann. chargeable half-yearly, such balance to be 
paid by instalments of £500 each half-year. They are also to 
pay £1000 for Goodwill out of the Profits at the rate of one-fifth 
of the Profits each half-year without int. The profits have been 
as follows :—1st half-year £860 ; 2nd £980 3; 3rd £1060 ; 4th £1200: 
5th £1080; 6th £1240 3 from which the int. on unpaid Purchase 
has to be deducted before calculating the one-fifth. Show first 
B/S. of Hall & Coates; Goodwill A/c. up to its extinction, also 
Appropriation A/c. 


Answer.—Total of B/S. £15800. 1st payment of Goodwill £132 ; 
2nd £157 10; 3rd £175 - 9; 4th £204 123; 5th £18247; 6th 


~ £148 12 5. Balance due to Jones after the payment of 6th 


Instalment £6083 13 6. 


Exercise 92 (C.4.) 


A publishing firm, the partners in which Fred France, Geo. 
Gill and Hugh Hill, shared profits equally, agreed, as from the 
date of the B/S. which is appended, to admit a fourth partner, 
Isaac Isles, to take an equal share, who was to bring in £10000, 
and, in addition, pay £5000 for Goodwill, which the other 
partners were to be entitled to in equal portions and were to 
leave in the business. It was stipulated that from the book debts 
should be deducted 34% for contingency of bad debts, and then 
an allowance of 24% for cash discount. The stock was to be 
taken at a discount of 64% from the B/S. figures, and the copy- 
rights, printing plant, fixtures and furniture, and the leasehold 
premises were to be taken at valuation—and they were valued 
respectively thus :—Copyrights £55000 ; printing plant £17200 ; 
fixtures and furniture £1275; and leasehold premises £8500. 
The other Assets and Liabilities (as shown in the following B/S. 
of F. G, & H. on 31st Dec., 1905) were to be accepted. as shown. 


IOOIS = eectere seks ore £7165 Cash at Bank ....%.....- -.. £950 

=e - ee ae PS in 15050 HS cer eatra ee aee AV Ree Rate 510 

Capital of Fred France...... 28700 BOOKDODUSM cat x oma wee Ca 7470 

George Gill....... 20450 TESUCQO KAAS atl a seoia ce Saree eeieee s 6045 

> Hugh Bill (2.252! 24710 | Copyrights .....21212 222217 51400 

5 Printing Plant ............ 18300 
WGASCSL Gime tes tire ict 

Fixtures and Furniture ..... 1800 


Prepare a new B/S., giving effect to the alterations, and to the 
payment into the Bank by Isles of £15000. 

Answer,—Profit on admission of Isles, £5055 10 6; Capital 
F.F. £30385 3 6; G.G. £22135 36; H.H. £26395 3 6; I.1. 
£10000. Total of B/S. £111130 10 6. 
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Exercise 93 (C.4.)  * - 

By the partnership deed of a manufacturing firm consisting of 
four members, Alec. Allen, Ben Binns, Cecil Cash and Dan Day, 
it was provided that in the event of the death of any partner 
before the expiration of the partnership by effluxion of time on 
31st Dec , 1909, there should be paid to the legal representatives 
of the deceased the amount appearing to his credit on 31st Dec., 
next preceding the death, together with int. thereon at 5% per 
ann. to 31st Dec., following the decease, and a share of the profits 
of the year of his decease corresponding to the number of days 
that he lived during it, calculated after the rate of the average 
of his share for the last three completed years, together with int. 
on such shares from the date of death to the end of the year. 
The four partners shared profits equally, and each took int. on 
his cap. at 5% per annum, but no int. was charged on the draw- 
ings, for each drew at the end of every month an equal sum in 
anticipation of profits. The surviving partners were to share 
the profits equally. C. died on 30th June, 1903. The profits of 


the three immediately preceding years had been respectively — 


£14000, £15600, and £12700.. The proportion payable in respect 
of a deceased partner’s int.’and profits it was stipulated by the 
articles of partnership should be treated as a trade expense of 
the year in which he died. With the aid of the following T.B. 
on 3lst Dec., 1903, taken out before int., depreciation, and an 
amount in lieu of factory rent have beén charged, prepare 
Manufacturing and P/L. A/es. for 19038, allowing £500 for 
depreciation of plant, £50 for depreciation of office fixtures and 
furniture, and 5% on the amount of the freehold property (as 
appearing T.B.) for factory rent.* Also construct a B/S. 
showing what was due to the deceased’s estate and what cap. 
stood to the credit of each of the surviving partners. Stock, 
31st Dec., 1903, £25000. (C.C.’s Profit & Int. £1792 1 5.) 


Dr. Balances— Br. Balances continued— 
A. Drawing A/c. ........... £2400 Office Rent and Taxes ..... £400 
B. Drawing A/e.'.....cetees 2400 | Freehold Factory .......... 12000 
C, Drawing A/c. .........45 1000 PIU aS satus nee tee ce 3000 
De Drawing yA snes selec elec 2400 Office Fixtures and Furniture 500 
Stock, 1st January, 1903 ... 20000 | Interest Paid ............. 1500 
ee A/c. ett e tees 855000 
actory Wages® ......s.ce5 50000 | Gr. Balances— ~ 

Cash in hand and at Bank .. 5900 | A. Capital A/c. ............ 24000 
Bad Devtsy ease sccs ses aac 3200 | 3B. Capital A/e...... .» 22000 
Bills Receivabl&........... 3000 C. Capital A/e. ... ~~ 20000 
Salarlesiy cssi\ecrs vice eceetarmee 1800 D. Capital A/c. .. 18000 
Office Expenses, General ... 500 | Discount .......... 4000 
Sundry Debtors ........... 82800 | Sales"A/c. .........0. . .422000 
Travelling Expenses ....... 2000 Bills-Payable Gece selccsice 10000 
Factory Rates and Taxes* .. 200| Sundry Creditors .......... 30000 


*N.B.—It is presumed that the Examiner intended the Factory 
Charges to be debited against the Trading a/c. so as to show the 
gross profit on the Factory. Rent must also be credited to the 
P.& L. A/e. , 

Ans.—Gross £21,200 ; Net Profit (after deducting 0.C.’s 
£9857 18 7; Cap. A.A. £26085 (5 eS £23985 19 6; 1D 
£19785 19 6; C.C.’s ewors, £21792 15; Total of B/S. £131650, 


Fe ae 
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- Exercise 94 (.A.) 


Wm. Denham and Hy. Lloyd entered into co-partnership..as 
marble merchants and contractors at Leicester, on Ist Jan., 1905. 

oyd’s cap. was £1000, Denham’s £4000. Profits or losses to be 
shared equally. 5% was to be credited each partner in respect 
of his cap., and the drawings were limited, in the case of 
Denham to £500, and in that of Lloyd to £400, int. to be charged 
thereon at 5%, but Lloyd was to be credited with £25 each 
quarter as salary for management. On 31st Dec. last, the T.B. 
of their books was as follows, but no int. had been charged 
either upon the cap. or upon drawings, nor had Lloyd been 
credited with his salary. The Stoek was taken and amounted to 
£3750, and the drawings of the partners had been as follows :— 
Denham, Ist Feb., £50; Ist April, £100 ; Ist June, £50; Ist Aug., 
£50; Ist Oct., £100; and Ist Dec., £50. Lloyd, Ist Feb., £25; 
Ist Mar., £37 10; Ist May, £62 10; Ist June, £50 ; Ist Aug., £25; 
Ist Sept., £37 10 ; 1st Nov., £62 10; and Ist Dec., £50. Prepare 
through Journal Entries, a Trading, P/L. A/c. and B/S. giving 
effect to the respective partnership terms as to int. on cap. and 
drawings; partner’s salary and division of profits. 


Dr. Balances— Dr. Balances continued— 

PETEVESEASOS | vies 4A as?oia, ols £3850 | Denham’s Drawings ....... £400 

Salaries ., Marsiale ais alsierscore 450 | Lloyd’s Drawings .......... 350 

WARD R iar, «Sela ainin vic oreka.  ab0is 1300 Debtors ae. cease SOAS 4650 

Rent, Rates and Insurance 750 

Int., Dis.and General Charges 350 | Gr. Balances— 

Carriage and Freight-...... . 260 Sales soe se Mere si accion AES On 10000 

Repairs and Depreciation... 150! Creditors ......... dare soey alii) 

OMOGIMOS, Se ceed sss casas 2500 | Denham’s Capital ......... 4000 

Plant TOs o.c2. so. deve sc 1500 | Lloyd's Capital ............ 1000 
Answer.—Giross Profit £8350; Net £6318 2s. 6d. ; Cap. W. D. 


Exercise 95 (C.A.) 

Prepare from the following T.B. and particulars, Trading, 
P/L. A/es. and B/S., as on 30th June, 1906, of William Waller, 
Silversmith. Stock at 30th June, 1906, £8350; Depreciation of 
Plant, &c., 5%. Provision for loss on debts, £250, and for Dis. 
on Book Debts 23%. 


Dr. Balances— Dr. Balances continued— 
Incidental Expenses ....... £000 |= Ons arn ee ioe pisos LOS 
Withdrawals-< 6.0.06 cesses 1650 Debtors: 7... 6 ccses Rieveieicienete 20250 
WACOM eiSectcca s weiss cect ts 17540 Stock, 1st July, 1905....... 9560 
Dalariesi—. cvs «s ero stow te 3005 | Bulls Reccivable.......... +. 5570 


Travelling Expenses ....... 1430 Plant, Machinery and Tools.. 4250 
Rent, Rates and Taxes ..... 1850 
SEMSUPANCES., cle wiciels arose erase 90 | Cr. Balanees— 


Advertising ..... ese +. 650) Bills Payable ........ eseee 2600 
Commission ...........0000 245 | Rents from Sub-lettings..... 190 
Discount and Allowances.... 700 Creditors .... . 2300 
Bank Interest and Charges 150 Capital ...... ctomncgiiog TCA 
Peeking) Ge; vec eke wie +.. 350} Bank Overdraft ........... 950 
IPUTCHASES” «cece caer seers, 10540 Sales and Charges: 

EMULE oeigists. cv orshe's wore s ences 4500 Finished Goods.,....-+,. 85670 
Sundry Exs. (Manufacturing) 3150 Repairs, WC... s05005%0 04. 4926 
Bad Debts ..... maleq iss seers) Packages, &. ........ 400 


Answer.—Gross £33105; Net £23452 10s.; Cap. £31712 10s. ; 
Total of B/S. £37562. 10s. 


Exercise 96 (C.A.) 
Prepare Trading, P/L. A/cs. and B/S. as on 30th June, 1906, 
of Messrs. Sykes Bros., sharing profits in proportion to cap. 
Write depreciation off plant and machy. at 5%, off loose tools at 


15%. 
1906, £6000. 


Land and Premises ........ £9000 
Plant and Machinery ....... £4000 
LOOse POON. swinert rsa urelee 1500 
Stock, 1st July, 1905 ....... 4500 
POrchases Sse satelite ere oe 11000 
Wa On iris secrersrcntacion eonrerarena 6000 
@ALPIAO::. issn crear Sivnd-arsveie hee ese 800 
Coal and Coke (Trading A/c.) 1200 | 
Salaries (Manufacturing) .... 1500 
Clerks and Travellers ...... 500 
Rates and Taxes ......... 450 


Eicants and Allowances .. Seles f 


Gross Profit, £11270 ; Net, £7815 ; Cap. A.S., £11446; 


Ban 
Answer, 


Charge int. at 4% on partners’ cap. Stoek on 30th June, 


Suara are Geter ates Paso £40. 
DIOWEOLS srs wip scoretarere alee tee OUL: 
Repairs and Replacements... 800 
Works Extension A/e....... 3000 
BagsDebts sr. csemmanchee 30 
Heturis 7.0 ese ae 230 


Cr. Balances— 


Alb. Sykes Capital ......... 8000 
Henry Sykes Capital «. 7000 
Seth Sykes Capital ......... 5000 
Rents=>. csses eins Sono 150 
CreditOrse:..oeerceaieee Boe eae 1500 
Goods SOldrsccene's aidiceaton 30500 


H.S., £10015 5s, ; S.S., £7153 15s.; Total of B/S., £30115. 
Exercise 97 (C.A.) 
Prepare Trading, P/L. A/cs. and B/S. of Messrs. Chalk 
& Co., after making following provisions :—Bad Debts, £150; 
Discounts, on debtors’ bals. only 34%; and Trade Hixs., £205. 


Stock 30th June, 1906, £22600. 


capital. 

Dr, Balances— 
DODLORESS seyetstieiet aicoe ates £11500 

AGH siie coke sterile ‘ aiete 50 

Freehold Property .. -..- 10000 
Plant and Machinery ...... 2500 
Loose Tools, Horses, &e. .. 1550 
Stock, ist July, 1905 ...... 15000 
Piurohases=.-tcesw erences lace 18500 
Carriage and Freight ...... 1500 
Wages (Labour)........... 3200 
Office Salaries ....0 so... 04 800 
Rates and Insurance ...... 1550 
Repalrs— 3... sane eee Wisaces 300 
Trade Expenses .......... 1200 | 


Answer.—Gross Profit, £9000 


; Net, £1947 15s.; Cap. J.C 
£19168 13s.; H.W., £12779 2s.; Total of B/S.,; £47652 15s. 


Divide profit in proportion to 


| Dr. Balances continued— 


Discount and Allowances.... £900 
Bad:Debtsic.seasswscea ee a 200 
Bank interest and Charges.. 250 
Interest on Mortgage ....... . 200 
Partners’ Salaries .......... 900 
tr. Balances— : 
Creditors a eas antes HOOD, 
Bankers for Overdraft ...... 8000 
MOXEGARES\: Geter eee - 5000 
Jas. Chalk’s Capital ........ 18000 
Hy. White’s Capital ....... 12000 
Credit Sales: \.tne. sacar 20500 
Cash: Sales=aeate cea eee 4100 


Exercise 98 (C.A.) 

Asa Abbey, Ben Brook and Carl Cook carried on business in 
partnership, the capital of the partners on the Ist Jan., 1903, 
being :—A., £20000; B., £5000; and C., £2000. It was agreed 
that each partner should be credited with simple int. on his cap. 
at the rate of 5%, and B and C each with £200 as salary for their 


services. 


The net profits or losses were to be divided into nine 
parts, and allotted—to A., 5; to B., 3; and to C., 1. 


The assets 


and liabilities on the said date were as follows :—Frechold 
Premises, £15000 ; Plant and Machinery, £6000 ; Loose Tools and 
Fittings, £1500; Debtors’ Balances, £9000; Less provision for 


discounts, £400; 


and for bad debts, £100; 
£2000; Creditors’ Balances, £6000. 


Cash at Bank, 


In Dec., 1905, A. died, leaving the whole of his interest in the 


business to B. and C. in equal shares. 


No a/c. of profit or loss 


* 
: 
= 
: 
- 
$ 
x 
=. 


ipo ll a Mss en ha leu pA aay ad 


had been taken, or valuation of stock made during that period. 
The partners’ withdrawals (including int. thereon) during the 
three years had been as follows :—A., £3500; B., £900 ; C., £600. 

On the 31st Dec., 1905, a valuation of the assets was made for 
the purposes of probate and the adjustment of the surviving 
partner’s a/es. Freehold Premises, £11000; Plant and Machin- 
ery, £4500 ; Tools and Fittings, £1000 ; Debtors’ Bals., £10500 in 
respect of which an allowance was made of £1000 for doubtful 
debts and dis. Cash at Bank £1060, in hand £6 17 6. Due to 
creditors £9000. Prepare two B/S. as on Ist Jan., 1903, and 
3lst Dec., 1905. 

Answer.—Cap. A. £14398 53; B. £2388 192; C. £1279 13 1. 

< , Exercise 99 (0.A.). 

James Thompson took over the business of an iron ore 
proprietor, the lease of the mines having fifteen years to run 
on Ist Jan., 1906, and carried on business for six months. 
Prepare Trading, P/L. A/cs. and B/S., without taking a/c. of 
int. upon cap. but providing for wasting of lease, and writing 
off depreciation at 5% per ann. from machinery and plant, 
providing £445 for doubtful debts, and allowing a dis. of 24% 
for debtors and creditors. 

Stock 30th June, £5000. Unpaid wages £286. 


Dr. Balances— Dr. Balances continued— 
BROCK TSG USNs. picce cet. ace £4850 | Candles and Oil consumed... £3890 
Withdrawals ...... Coals consumed .......... . 1260 
Plant & Machinery . Repairs’ 6 sak... sae « “ 360 
Cash at Bank ...... =e Powder consumed .. 3872 
rite seed PAIL: 52 ecsip se wisn 3s Se 9 Carriage & Freight .. -. 918 
Allowances & Returns Ropes consumed ......... 5 53 
PRELUDE RG Rae ons coi escece nosis aiece 3 Timber consumed ......... 1280 
NV RES! oh snk ae oC eee 8-5 1239) Office Furniture............ 100 
Damagesfor Breach of Contrt. 100 Unexpired Insuranees ...... 40 
Rents, Rates and Taxes..... 2330 
Bank Charges: .225...0..... 200 | Cr. Balances— 
Discounts allowed ......... S50=|=- On nital coaac tien ctecels wredieces 
MORRO OSA ci avicisis aa <i Ais OreBalesies Seton sc aya 
Sundry Debtors .:.. Sean Discounts received .... : 
Royalty. casicat ss 5000 Sundry Creditors ..... 
Answer.—Gross £14398; Net £8664 11 6; Cap. £27864 


Exercise 100 (C.4.) __ 
John Smith carries on business as a cigar manufacturer. 
Prepare Trading, P/L. A/es. and B/S. from the following T.B. at 


- the 3ist December, 1905. Depreciate Land and Buildings 24% ; 


Plant and Machinery 5% ; Int. on Cap.'5%; Int. on Loan (one 
year) 5%; Provision for Doubtful Debts and Discounts 5% ; 


Stoek £1500. 


Dr. Balances— Dr. Balances continued— 
Withdrawals ..........-.6. STOO = Salariea nr ccdle caje bene sieves £1000 
Tobacco (bought) .......... 2000 | Incidental Expenses ....... 200 
Plant and Machinery ....... 1500 | Stock, Ist January, 1905 ... 2000 
Land and Buildings ........ SOUS ee SAU aor cremate oye cr opasa eke apars 1250 — 
WOO OR esse rea aicieltiones va 4000 WORST ccintetsietes sake 8caleiese. 0s share 50 ¢ 
Debtors ...... cece ee eees 1500 
Boxes,Labels,&c.,(TradingA/c.) 500 | Gr, Baiances— 
Rates and Taxes .......... 40 USDA terete s eeisieios ees <5 +». 6000 
Bills Receivable............ SOO me SAO tiaratslaigie'e »:eieie ese eco eFax . 10000 
Insurance ....eeesseeeeeee 10 | Loan on Mortgage.......... 1000 
(SG tua ET Dieeeee Sa mei pee Cree 150" jr sOreditors ... si06.00<.00%6 mens 500 


Answer.—-Gross Profit £2850; Net £1050; Oap. £6350. 
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COMPANY ACCOUNTS. 


351. A JOINT STOCK COMPANY is an association 
of individuals for the purpose of engaging in any under- 
taking, trade, or business. Lord Justice Lindley defines 
a company as “an association of members, the shares 
of which are transferable. As distinguished from a 
partnership, I know of nothing else except the transfer- 
ability of shares.” But with regard to an incorporated 
company there are other important distinctions, ¢.g., 
that, while in a partnership firm each partner is person- 
ally responsible for all the debts contracted by the firm, 
in an incorporated company the members have no 
individual liability to its creditors for debts owing by the 
company, and their personal liability is satisfied if they 
pay the calls properly made upon them by the company 
or its liquidator. A company may be either limited or 
unlimited. In the latter case the members or share- 
holders are personally liable to contribute rateably to 
the payment of the whole of the debts of the concern, as 
well as the costs of liquidation. On the contrary, the 
liability of the members or shareholders of a limited 
company is strictly limited to the amount of the shares 
for which they have subscribed, or agreed to be 
responsible. For instance, should you have applied for, 
and been allotted a share of £100 in a company which 
subsequently fails, the limit of your loss would be £100. 
A company is a distinct legal personality, and can own 
and deal with property, sue and be sued in its own name, 
and contract on its own behalf, and the members are 
not personally entitled to the benefits, or liable for the 
burdens arising thereby ; their rights are confined to 
receiving from the company their share of the profits, 
or, after winding up, of the surplus assets. The 
ereditors of a limited company accordingly know that 
they cannot, as in the case of a partnership, look to the 
whole property of the individual members, to pay them, 
but are restricted to the property of the company. 


352. NO PARTNERSHIP consisting of more than 
fen persons can be formed to carry on the business of 
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banking, and no partnership of more than twenty 
persons to carry on any other business having the 
acquisition of gain as its object, unless it is registered. 


as a company under section 1 of The Companies 


(Consolidation) Act, 1908, or formed under some 


special Act ‘of Parliament or Charter like a British 


Railway Co., or the British South Africa Co., or is a 
Cost Book Mining Company. 

353. Commercial concerns are generally incorporated 
under The Companies (Consolidation) Act, 1908. Any 
persons, whether British subjects or foreigners, may, 
for any lawful purpose, form an incorporated company, 
which may be one of four kinds, viz. :—(1) A Company 
with Unlimited Liability, with or without a capital 
divided into shares ; (2) A Company with its Liability 
Limited by shares; (3) A Company with its Liability 
Limited by Guarantee and not having a capital divided 
into shares ; or (4) A Company with its Liability Limited 
by Guarantee and having a capital divided into shares. 

354. Very few companies are now registered with 
Unlimited Liability, and many banking and other com- 
panies, originally constituted as Unlimited Companies, 
have been re-registered with Limited Liability under 
section 57 of the Companies Act. The members of an 
Unlimited Company are liable to calls until the whole of 
the company’s debts or obligations, however heavy they 
may be, are paid ; but they can only be called upon pro 
rata according to their interest in the company, and 
their liability is altogether at an end one year after they 
have ceased to be members. In these two particulars 
Unlimited Companies have important advantages over 
Private Partnerships and Limited Partnerships regis- 
tered under the Limited Partnerships Act, 1907, so far 
as the “ general partners ”’ are concerned. 

355. COMPANIES LIMITED by GUARANTEE 
are usually formed for the purpose of carrying on busi- 
ness as mutual insurance and trade protection societies, 
social, athletic, and other clubs, and concerns in which 
it is not intended to make a profit. The principle on 
which these companies are constituted is that each 
person who becomes a member undertakes to contribute 
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to the assets of the company, in the event of the same 
being wound up during the time that he is a member, 
or within one year afterwards, for the payment of the 
debts and liabilities of the company contracted before 
the time at which he ceases to be a member, and of 
the costs, charges, and expenses of winding up the 
company, and for the adjustment of the rights of the 
contributories amongst themselves, such an amount as 
-may be required, not exceeding a specified amount. 
There are twe kinds of Guarantee Companies, viz. :— 
(a) Companies Limited by Guarantee and not having 
a capital divided into shares, and (b) those having a 
capital divided into shares. In the case of the former 
the.Memorandum of Association has only four clauses, 
of which the first three are the same as those required 
for a Company Limited by Shares, and the fourth is a 
declaration as to the amount to be contributed by each 
member of the company in the event of a winding up. 
But in the case of Guarantee Companies having a 
capital divided into shares registered since 1900, a 
fifth clause must be added, stating the capital, which 
is subject to increase or reduction in accordance with 
section 56 of the Companies Act. 

356. Companies formed since the 30th June, 
1908, are divided into public companies and private 
companies. ‘To put it shortly, a Public Company is 
gne carried on by means of capital subscribed by the 
public at large, and a private company one which does 
not appeal to the general public by a prospectus or 
advertisement to subscribe its capital; the capital 
being already there or ready to be subscribed.- A 
private company is useful for registering family 
businesses, where the shares are intended to be kept in 
few hands, the control in still fewer, generally the 
former partners of the firm. Where one partner 
possesses an overwhelming influence, and is entitled 
to nearly the whole of the profits, the company is 
known as a One-man Company. ‘ 

357. A PRIVATE COMPANY may be registered by 
any twe or more persons, provided that by its articles it 
(1) restricts the right to transfer its shares (2) limits the 
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number of its members (exclusive of persons who are or 
have been in the employment of the company) to fifty, 
and (3) prohibits any invitation to the public to subscribe 
for any shares or debentures of the company. Hitherto 
it has been necessary for seven persons to combine to 
form’ a limited company, and it has been necessary to 
keep up its number of members to at least seven, but in 
future two will suffice. The private company will be 
found extremely useful in the case of partners wishing 
to have the benefit of the protection of limited liability, 
and yet not wishing to have to disclose, either in a 
prospectus, or in the statement in lieu of prospectus, 
the particulars required to be made by public companies 
and not wishing to make public in its Annual Summary 
an audited statement in the nature of a balance sheet. 
358. PRIVATE COMPANIES have an undoubted 
advantage over “ Limited Partnerships.” The liability 
of each member of a private company may be limited to 
the capital actually put in, or it may be limited to a 
stated amount representing the amount unpaid on - 
shares subscribed, or it may be unlimited: the pro- 
visions being very elastic and capable of application to 
any requirement. The liability of a member of a 


limited partnership, must either be unlimited or else 


limited to the capital contributed, unless the limited 
partner takes any part in the management, when the 
limit ceases to exist. If any difference arises ag to the 
conduct of the business, the majority of the directors of ~ 
a private company, including the capitalist-director, 
and ultimately the members, according to the voting 
control, have the power to decide; but in a limited 
partnership a majority of the general partners, .e., not 
the limited or capitalist partner, control. For practical 
purposes private companies and limited partnerships 
are on the same footing as to giving notices to the 
registrar, of alterations in the constitution in the board 
of directors in the one case, or in the members of the 
partnership in the other. 

359. A PUBLIC COMPANY is an incorporated 
association of seven or more individuals for the purpose 
of engaging in any undertaking, trade, or business, 
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Every company formed under The Companies (Con- 
solidation) Act, 1908, must have a Memorandum of 
Association, the registration of which, after having been 
duly subscribed, is the formal creation of the company, 
and from that time its corporate existence is recognised 
by law. 

"360. REGISTRATION is effected by lodging with 
the Registrar of Joint Stock Companies, Somerset 
House, London, W.C., Parliament Square, Edinburgh, 
or Custom*House, Dublin (according to the country in 
which the registered office is to be situate), a Memor- 
andum of Association, usually printed, although it may 
be written. When the company does not adopt Table A 
and is to be governed by its own Articles of Association 
(which is almost invariably the case with companies of 
any magnitude), the printed Articles must also accom- 
pany the Memorandum, both of which must be signed 
and subscribed by the “ signatories,” that is, the 
original subscribers, who must subscribe not less than 
one share each. If everything is in order and the stamp 
duties and fees paid, the Registrar will issue a Certifi- 
_ cate of Incorporation. From that moment the company 
has a legal existence, with perpetual succession and a 
common sea]. It may, if a private company, from that 
date transact its business, and is a valid company. In 
the case of public companies the applicant must also 
deliver to the Registrar a list of the persons who have 
consented to be directors, and a consent in writing, 
signed by each director, or by his agent, to act as such 
director must be filed, and if each director has not 
signed the Memorandum for a number of shares not less 
than his qualification, a contract in writing to take and 
pay for his qualification shares must also be filed. The 
requisites for registration in the case of a public com- 
pany are :—(1) memorandum ; (2) articles ; (3) list of 
directors ; (4) signed consents of all directors named to 
act ; (5) contract by directors to pay for their qualifying 
shares ; (6) statutory declaration by a solicitor engaged 
in the formation, or by a director, or secretary of the 
company that the requirements of the Companies Act 
as to registration have been complied with 


- 
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361. The MEMORANDUM OF ASSOCIATION is 
the charter of the company, which defines its powers and 
states its objects and intentions; outside the limits of 
the Memorandum the company cannot go. _ This docu- 
ment must contain :—(1) The name of the company, 
with the word “ Limited” as the last word in such name. 
(2) The country where the Registered Office is to be 

situate. (3) The objects of the company. (4) A declara- 
tion that the liability of the members is limited. (5) The 
amount of capital and how it is divided; subject to the 
following regulations (2) that no subscriber shall take 
less than one share (6) that each subscriber to the 
_ Memorandum shall write opposite to his name the 
number of shares he agrees to take. 


362. The ARTICLES OF ASSOCIATIGN are the 
rules, regulations and By-Laws to govern the internal 
affairs of the company, and play a subsidiary part to the 
Memorandum, which contains the fundamental con- 
ditions. They must be consistent with the statutes, as 
the Courts will ignore any article attempting to over- 
ride the statutory rights of members. A°*model form 
of Articles known as Table A of The Companies (Con- 
solidation) Act, 1908, constitutes the code of regula- 
tions for the management of a limited company, unless 
expressly excluded or modified by the special Articles. 
Articles 103 to 108 of Table A state that the directors ~ 
_ shall cause true accounts to be kept of all assets and 
liabilities, receipts and payments, profits and losses, and 
that an annual Balance Sheet shall be printed and sent 
- toevery member seven days before the general meeting 
. of the company. The B/S. shall be accompanied by a 
report of the directors as to the state of the company’s 
affairs, and the amount which they recommend to be 
paid by way of dividend, and the amount (if any) which 
they propose to carry to a reserve fund. 


363. GAPITAL. The principal difference between 
the accounts of a Private Trader or a Partnership and 
those of a Limited Company is in the organisation of 
the capital and the consequent distribution of the profits. 
With Joint Stock Companies the capital is generally the 
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property of a large number of shareholders, who hold 
shares which represent the equal portions into which 
the capital is divided, each shareholder being entitled to 
a portion of the company’s profits corresponding to the 
number of shares he holds. A Company cannot pur- 
chase its own shares or reduce its Share Capital without 
obtaining the sanction of the Court. The Nominal or 
Registered or Authorised Capital is the sum stated in 


the Memorandum as the maximum amount which the _ 


Directors have power to raise ; say 50,000 shares of £1 
‘each; it is upon this amount that the stamp duty payable 
_ to the Government upon registration, is based. The 
issued or Subscribed Capital is the amount offered and 
subscribed for, and subsequently allotted in shares or 
stock to the public and the vendors ; ‘say £45,000, thus 
leaving £5,000 Unissued Capital to be issued at a later 
date if the Directors wish. The Called-up Capital is 
that portion of the Subscribed Capital which the 
Directors require in order to carry on the business of 
the company; say, 10/- per share = £22,500. The 
Paid-up Capltal is that part of the Called-up Capital 
which has actually been received in cash by the Com- 
pany from the shareholders ; say, £22,400; one share- 
holder having failed to pay the “ call ” made upon him. 
The term Working Gapital is used to indicate the 
amount of Paid-up Capital plus Debentures, available 
for carrying on the business of a company, after the 
purchase price has been paid. 


364. SHARES are classified and named according to 
the rights attached to them by the Articles of Associa- 
tion. Ordinary Shares are portions of a company’s 
trading capital, entitling their owners to a limited or an 
unlimited proportional part of the profits after all prior 
charges have been paid and all preferential interests 
have been satisfied. Preferred or Preference Shares 
may either give a preferential right (a) only as to the 


fixed rate of dividend, or (5) to the return of capital also. - 


In the former case they are said to be preferential as 
regards revenue, and in the latter preferential as 
regards capital. In the event of liquidation the holders 
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_ of such preference shares are entitled to priority of pay- 
ment out of the assets before any of the other classes of 
shareholders, but not before creditors. In either case 
the preferential dividend may be cumulative or non- 
cumulative, ¢.c., payable only out of the profits of each 
trading period or year, no unpaid arrears being carried. 
_-forward. On the other hand, if the dividend be cumu- 
__ lative and the profits realised in any one year, or any~ 
series of years, be insufficient to pay the guaranteed 
dividend, such arrears or accumulated dividends must 
be paid out of the first available profits in any succeed-. 
ing year, before any dividend is paid on the other shares. 
Arrears of cumulative dividends being a contingent 
_ lability, should be shown on the face of the B/S. 
Deferred Shares are so called because the rights of the 
- holders to dividend are postponed until the other share- 
holders have received a stated percentage, or until the 
expiration of a certain period. Founders’ or Manage- 
ment Shares, which are usually few in number, are 
generally taken by the promoters or the underwriters - 
of the share capital, in order to reimburse the expenses 
incurred by them in the flotation of the Company. These 
shares generally have a deferred interest in the profits 
of the company, usually receiving one-quarter or one- 
half or less proportion of the net profits after a fixed 
percentage has been paid onthe Ordinary Shares and a 
certain amount placed to the Reserve Fund. When the 
surplus profits are large these shares become very 
valuable. Participating Preference or Ordinary Shares 
entitle their holders not only to the rate of dividend fixed 
by the Memorandum but also to a further share in any 
surplus profits, after the Ordinary or Deferred Share- 
holders, respectively, have received a given percentage. 
365. LOANS. The usual form of borrowing by a 
Company is on Debentures, which are bonds given 
under the seal of the Company as security for a loan. 
Debentures may be either (a) a mere promise to pay, or 
(b) a promise to pay secured by a mortgage of the real 
estate, and a first charge on all the undertakings and 
assets of the business. ‘The former class (a) containing 
no charge upon any of the company’s property, is 
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_ class (b) is known as a mortgage debenture. It must _ 


termed a simple or naked debenture ;_ while the latter 


be remembered that a debenture holder is only a 
creditor, and not a member of the Company, and that if 
it is not a mortgage debenture, the holder, in the event 
of liquidation, will only occupy the same position as an — 
ordinary trade creditor. Redeemable debentures are _ 
those which provide for repayment of the principal sums 
upon a given date or upon notice. Irredeemable deben- 
tures are those which are issued upon condition that the 
principal sums secured are repayable only on default of 
payment of interest or on the winding up of the com- 
pany. Debenture Stock is merely. borrowed capital 
consolidated into one mass for the sake of convenience. 
Debentures are only transferable in their entirety, but 
stock may be transferred in whole or part, provided that 
such part does not involve a fraction of a stated amount. 
Usually the stock is made transferable in multiples of 
£10. Interest on Debentures, after deducting the 
income tax at the full rate, is usually paid half-yearly, 
so long as there are any assets out of which to pay it. 
In this respect it is different from a dividend upon 
shares, which is only payable out of profits. 

366. TERMS OF ISSUE. Shares and debentures 
may be issued at par (the exact face value), or at a 
premium (an amount in excess of face value), and 
debentures only at a discount (an amount below the face 
value), but the actual liability of- the company is 
measured by the nominal amount in question. An 
example of an issue at a premium, redeemable ai par, is 
given in the model exercise, where the £50,000 4% 
Debentures are issued at £102 %» resulting in the receipt 
by the Coy. of £51,000, As the Coy. will only be 
required to pay the 4% interest on the par value of the 
Debentures, — viz. ‘—£50,000, the excess of £1,000 
received by issuing at a premium is a clear gain. This 
must not be carried to the Revenue or (Ps Gly: Adexg= 
however, but a “ Debenture Premium Alc.” must be 
opened and credited. This A/c. may be subsequently 
transferred either to the Reserve A/c., or applied 
towards the reduction or extinction of unrealisable 
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assets, such as Preliminary Expenses or Goodwill. In 
the case of Debentures (a) issued at a discount, and 
redeemable at par, or (b) issued at par and redeemable 
at a premium, the contingent liability in respect of the — 
difference between the (a) discount and par, and (b) par 
and premium, must be provided for. Suppose that the 
£50,000 Debentures had been issued (a) at a discount, 
say £98 redeemable at par, or (6) at par redeemable at 
a premium, say £102, the cash received in each case 
would be £1000 less than would be required to repay or 
redeem the Debentures at the expiration of say 20 years. 
With the object of providing this deficiency of £1000 at’ 
the time of redemption, the sum of £50—one twentieth 
—should be charged against the profits annually and 
eredited to the “ Debenture Premium Alc.” 
367.° SINKING FUND. With the object of redeem- 
ing Debentures or other liabilities of a Company, a. 
Sinking Fund is frequently created, which may or may 
not be invested in outside securities. The object is 
merely to conserve the resources of the Company. In 
such cases the instalments are not charges against 
profits, but appropriations of profits ; that is to say, so 
much which might have been distributed amongst the 
shareholders is retained, so that as the Asset ‘“‘ Cash ” 
is reduced on paying off the liability to Debenture 
holders, there may be a corresponding restoration of 
cash out of profits, and the concern not crippled on 
account of lack of working capital. This instalment 
will vary according to the size of the debt, and the 
length of time allowed for its repayment. 
368. One method of raising a Sinking Fund would 
be to apply the instalment to the purchase, in the open 
market, of some of the Debentures about to be redeemed 
(particularly if the market value be below par). When 
Debentures are thus purchased the total of the original 
issue should still be shown in B/S., with the amount of 
those purchased deducted. A more modern method 
would be to apply the instalment to the payment of the 
premium on a Sinking Fund Insurance Policy, in which 
case, the entry might be: debit Net-Revenue or P. & L. 
A/e., and credit Insurance Co. When the premium is 
paid, debit Insurance Co. and credit Cash. The period 


allowed for repayment will expire simultaneously with 


the maturity of the Policy. The effect is seen on the. 


two following Balance Sheets, taken out immediately 
before and after the repayment of Debentures. 


BALANCE SHEET No. 1. BALANCE SHEET. No. 2. 
Share Cap. £500,000 Share Cap. £500,000 
Debentures £100,000 Reserve .. £100,000 : 

Cash ... .. £600,000 Cash .. .. £600,00 
£600,000 £600,000 £600,000 £600.000 


The Debentures having been wiped out, not out of the 
funds of the borrowing Co., but by thé Insurance Co., 
the £600,000 in cash remains intact. 

The name “ Debenture Holders”. may now be 
changed to “ Reserve.” The borrowed money has 
served its purpose, viz., tided the Company over its 
early stages, during which it has accumulated a fund of 


‘its own equal to the amount of the borrowed capital. 


369. It is important to distinguish this class of Sink- 
ing Fund for repayment of liabilities from a Sinking 
Fund raised for the purpose of replacing a wasting 
asset, for example, a lease. In the latter case it is ‘a 
depreciation charge pure and simple that has to be dealt 
with, and the instalments are a direct charge against 
revenue. Suppose the amount be invested in an Insur- 
ance Policy, as in the previous illustration, When the 
Policy matures (which would be simultaneously with the 
expiration of the lease), one asset “ Lease ” would dis-. 
appear from the B/S. and another “‘ Cash ” (per Insur- 
ance Co.) would take its place. Had the depreciation 
been periodically credited to the asset “ Lease ”’ and no 
outside investment been made, the only difference would 
be that instead of the asset “ Lease being struck out 
of the B/S. and replaced by “ Cash ” in one lump sum, 
it would gradually disappear, whilst the available cash 
of the Company (not having been divided among the 
shareholders, or invested outside) would be gradually 
increasing in the same proportion. 

370. Depreciation represents a charge against 
Revenue in respect of the benefits the trading has 
derived from the use of the asset, and in fixing the rate 
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to be eharged, regard should be had to the following 
considerations :—(a) Original cost of asset. (b) Prob- 
able duration of asset. (c) As to repairs, whether 
charged to revenue or not, in addition to depreciation. 


~ (d) Residuary or break-up value. Whilst there may be 


vases where it would be most correct to base the charge 
for depreciation on the output, as in the case of mines. 

371. The essential difference between Depreciation 
and Sinking Fund may be best illustrated, perhaps, by 


_ taking the case of a mine. Suppose a Colliery Co. 


borrows money, say £1000 on Mortgage Debentures, 
for the purpose of acquiring a new mine, and agrees to 
repay this in a period of ten years at £100 per year. 
Now it could not be fairly argued that trading must 
only be debited with this fixed sum (representing the 
Sinking Fund Instalment) each year, irrespectivevof the 
output. In the event of a larger output in any year, a 
correspondingly larger amount would be brought to 
credit of trading, and therefore a correspondingly larger 
amount should also be brought into charge equivalent 
to the large amount of material gotten. The amount 
repayable to Debenture Holders is accidental, and bears 
no necessary proportion to the benefit accruing to any 
one year’s trading. But Depreciation is not an arbi- 
trary calculation, and is the only one which, properly 


adjusted, can represent the fair charge against revenue - 


for any given year. This, therefore (whatever may be 
the ultimate result to the P. & L. A/c.) is the amount 
which should be charged ; not the instalment on 
Sinking Fund. 

372. The following is a useful summary of the 
purposes for which Sinking Funds exist, as well as the 
various entries connected with the creation and closing 
of the accounts. (1) Payment of a Liability for 
which actual value has been received, as Debentures 
issued at par repayable at the end of say 15 years at par. 
(2) Payment of a Liability for which no actual value has 
been received, as payment of a premium on Debentures 
issued. (3) Replacing a specific Asset, as providing 
money to replace the cost of a Lease upon expiry of an 
existing one, 


1. Repayment of Debentures :— 


(a) Profit & Loss Appropriation A fe. Dr. 
T'o Sinking Fund Ae. 
(6) Sinking Fund Investment Alem Te 
To Bank. : : 
These two entries being made each Year or 
.* Half-year when the accounts are made up, 
until the period arrived for repayment of the 
debentures, then : 
(0) BO Iie an oe eres ao eae Dr. 


(d) Debenture Holders.............. Dr. 
To Bank. 
Being the repayment of the Debentures. 


The Sinking Fund A/c. being left with a 


Credit Balance for the amount debited to the 
Appropriation A/cs. This may now be 
balanced into a Reserve Aen = — 
. 2. Providing for Debenture Premium to be paid at 
the end of a certain period :— 
(a) Profit & Loss Appropriation Ale. Dr, 
To Debenture Premium Ale. (This being 
the Sinking Fund A/c.) 
(6) Sinking Fund Investment Al py 
To Bank. 
These 2 entries being made each Balancing. 
period as in 1, - 


(¢)' Bank. ee Dr. 
To Sinking Fund Investment A [¢: 
(4) Debenture Premium Aleka Pee OTS 
To Bank. : 
Being payment of premium to Debenture 
Holders. 
Or instead of “ d” the entries may be 
Debenture Premum Ales ache DT 


To Debenture Holders (Premiums). 
Debenture Holders (Premiums) .. Dr. 
To Bank. 


3. To replace a Specific Wasting Asset (Lease) :— 
(a) Profit & Loss Aje........ 0.000. “Dr. 
To Leasehold A/c. 
(b) Sinking Fund Investment A/c.....Dr. 
To Bank. 
FOG ORE iin vn ts SAN Se eae 2 
To Sinking Fund Investment A|c. 
Amount in the Bank ready to purchase 
another Lease at the end of the period. 


373. PROSPECTUS. The most important practical 
matter connected with the formation of a Company is 
the obtaining of capital, and except in the case of con- 
verting private businesses into Companies, and in a few 
cases where money is privately subscribed, this, is done 
by means of a prospectus, which is an invitation to the 
public or the persons to whom it is addressed, to become 
shareholders or to take up debentures. Every Pros- 
pectus issued by or on behalf of a company or in relation 
#o an intended company must be (1) dated, (2) signed by 
every director or proposed director, or by his agent 
authorised in writing, and (8) filed with the Registrar on 
or before its publication. It is necessary that the Pros- 
pectus should include the following particulars :—(1) 
Memorandum 6f Association; Signatories, their deserip- 
tions and holdings, but this need not be published in 
newspaper advertisements. (2) The number of founders’ 
or management shares,and their interest in the property 
and profits. (3) Directors’ description and addresses ; 
their qualification and article as to remuneration. (4) 


The minimum cash subscription for allotment fixed by 


memorandum or articles and prospectus. (5) Amount 
per share payable on application (not less than five per 
cent.) and on allotment. (6) Particulars of shares and 
debentures issued as fully or partly paid and the con- 
sideration for their issue. (7) The names and addresses 
of alt vendors, whether actual or original, including 
lessors, who receive any part of the proceeds of the 
issue. (8) The purchase price of the property ; ‘* good- 
will’ being separately stated. (9) The commission for 
underwriting the shares or debentures fixed by the 
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articles and, prospectus. (10) The amount or estimate 
of preliminary expenses. (11) The amount payable to 
the promoters and the -consideration therefor. (12) 
Dates and parties to all material contracts within two 
years other than those in the ordinary course of busi- 
hess and reasonable time and place for inspection. (13) 
‘The names and addresses of the auditors (if any). (14) 
Full disclosure of any personal interest of any director 
in the transaction ; and of all moneys or shares paid or 
receivable by him. (15) Date of prospectus, and on its 
face the fact of filing with Registrar. With the view of 
familiarising himself with the general character and 
scope of prospectuses the student is advised to procure 
one, or peruse those abridged examples advertised in the 
daily newspapers and trade journals. A complete copy 
of a modern Prespectus may be had from the Author of 
this textbook, at 7d. post free, for cash. 


374. <A Statement in Liew of Prospectus, must be 
filed by every new public company which does not issue 
a Prospectus. It must be signed by every person who 
is named in it as a director, or proposed director, or by 
his authorised agent. The Statement must give prac- 
tically the same particulars ag would have to be stated 
in a Prospectus. The only additional] material require- 
ment is'that it must disclose the nature of any provision 
in the articles precluding holders of shares or debentures 
receiving and inspecting balance sheets or reports of the 
auditors or other reports. 


375. Along with the prospectus there is enclosed a 
printed form of Letter of Application, which should be 
filled up by the applicant, requesting the allotment of a 
specified number of shares, and enclosing a cheque for 
the sum stipulated to he paid, which must not be lesg 
than five per cent. of the nominal amount of each share. 


If the minimum cash subscription is not provided, the 


directors cannot allot, and they must, in that event, 
within forty days from the issue of the prospectus, 


return all moneys paid on application or become person- 


ally liable to the applicants. Upon receipt of sufficient — 


applications for shares to justify the company going to 


427 


allotment, the Directors meet and pass a resolution 
allotting the shares to such applicants as they think fit,. 
and the Secretary then forwards Letters of Allotment 
requesting payment of the amount due on allotment to 
those persons receiving‘an allotment, and Letters of 
Regret, with cheques for the return of the deposit, to 
those whose applications are refused. 

376. At the Statutery Meeting of shareholders, 
which must be held not earlier than one month nor later 
than three months after the date the company isentitled 
to commence business, full particulars must be given as 
to the subscribed capital ; the amount paid up; the 
names of the directors ; the amount of the preliminary . 
expenses ; and an audited abstract of all/receipts and 
payments. All these particulars embodied in a report 
must be circulated amongst the shareholders seven days 
before the meeting and filed with the Registrar. A list 
of the members and their respective holdings must be 
open to inspection throughout the meeting. 


377. ACCOUNT BOOKS are of two kinds; (1) the 
ordinary Financial or Account books which are essential - 
to every concern; (2) Registry or Statistical beoks, for 
recording various details which it is not advisable to 
crowd into the ordinary account books. For instance, 
a book recording an analysis of sales as regards periods 
of time, classes of goods or districts supplied ; the Policy. 

Register of an Insurance Co. ; the Ground Rent Register 
of a landlord; the Mortgage Register of a Building 
Society ; the Share Register of a company, &c. 


_ 878. In order to comply with the Companies Act a 
Joint Stock Company must keep at least five Statutory 
Books. (1) Minute Book, recording all resolutions and 
proceedings at meetings of the Directors, Managers, or 
Members of the Company, sometimes divided into two 
books, one for the Directors’ Minutes, and the other for 
the Minutes of the General Meetings of the Share- 
holders. (2) Register of Directors. and Managers, 
showing names, addresses and occupations. (3) 
Register of Members or Share Register, stating their 
names, addresses and occupations, and a statement of 


the number of shares held by each member, the distin- 
guishing numbers and the amount paid, or agreed to be 
considered as paid, on the shares, the date of becoming 
a member, and the date of ceasing to be a member. The 
Register of Members must be kept at the registered 


office of the company, and, except when closed for the. 


purpose of preparing the Dividend List, must be open to 
the inspection of members free of charge, and to the 
public upon payment of one Shilling, for at least two 
hours per day. It is customary to close the Register 
from seven to fourteen days prior to the annual general 
meeting, but it may not be closed for more than thirty 


days in each year. (4) Register of Mortgages and - 


Charges specifically affecting the property of the Com- 
pany, and must enter in such Register in respect of each 


Mortgage a description of the property, the amount of » 


the charge and the names of the Mortgagees. (5) 
Annual Summary of Capital and Shares Book showing 
summary of Capital and Mortgages, List of Members 
and Directors. 

378. An ANNUAL RETURN known as “ Form BE,” 
(No. 6a) copied from the last named book, giving (on 
the front page) a Summary of the Capital, Shares, and 
Mortgages ; (on page 2) the Balance Sheet of the Com- 
pany; (on page 3) a List of the Directors ; (on the 
following pages) a full List of all the Members, number 
of shares held by each of them, particulars of those who 
have ceased to be members since the date of the last list, 
&c., is required to be made up to the fourteenth day 
after the Ordinary General Meeting and transmitted to 
the Registrar of Joint Stock Companies within seven 
days of its date. A copy of this Summary and List of 
Members may be demanded by any persen at the 
company’s registered office, on payment of sixpence 
for every hundred words required to be copied. The 
penalty for refusal-to supply such copy is two pounds 
per day. ; 

A copy of “ Form E,” or any other Gempany Forms, 
as used when filing for official purposes, also a copy of a 
Company Prospectus, may be had from the Author, 
P.O. Box A, 27, Huddersfield, at sevenpence each, post 
free, for cash. 


‘ / 
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No. of Certificate 120608. Form No. 6a. 


“THE COMPANIES ACTS, 1908 to 1917.” 
FORM €E. ie 
As required by Part IT. of the C i A Companies 
i Tkeet dl pet ‘Act, 1h0e (Section 26). Mies. pee 


impressed here. 


_ SUMMARY OF SHARE CAPITAL AND SHARES 


OF 
4 NICOTINE, LIMITED, 
? made up to the 20th day of March, 1914. 
(Being the Fourteenth Day after the date of the First Ordinary General 
Meeting in 1914.) ; 


- 


f ; 20000 Ordinar 
Nominal Share Capital, £500,000, divided into* { 20000Preforente Shares of 
10000 Deferred / £10 each. 
Total Number of Shares taken up* to the 20th day of March) 20000 Ordy. 
Which number must agree with the Total shown in the List} 20000 Pref’ce. 
as held by existing Members... ....++++-.esee eee nee eee 10000 Defd. 
Number of Shares issued subject to payment wholly in Cash 40000 
Number of Sharesissued as fully paid up otherwise thanin Cash 10000 Defd. 
Number of Shares issued as partly paid up to the extent of £ 
per Share otherwise than in Cash .,..........-esseeee- ce 


tThere has been called up on each of 20000 Ordinary Shares. £10 
x F = 20000 Preference ,, .. £10 
si 55 xs 10000 Deferred ,, =... £10 

§Total Amount of Calls received, including Payments on ‘Appli- 
~— cation and Allotment — 2... 2. cee ce ecwnieneecwesccess £395500 


Total Amount (if any) agreed to be considered as paid on 
Ordinary Shares, which have been issued as fully 

paid up otherwise than in Cash ..........+--+-++eee: rai 
Total Amount (if any) agreed to be considered as paid on 
Preference Shares, which have been issued as partly 


paid up to the extent of £ per Share .........++------ me 
Total Amount of Calls unpaid ......... ce cece seen ree eeee £2250 


count since the date of last Summary......-..sseeeeeeee 
Total Amount (if any) paid on ||900 Shares forfeited ....... £6750 
Total Amount of Shares and Stock for which puars | Shares& 

Warrants to Bearer are outstanding .........+-. Stock £ 
Total Amount of Share Warrants to Bearer issued Tssueds 

and surrendered respectively since date of last ) Surrendereds 


a Ge Rea get gah Bee Cr teen 
Number of Shares or Amount of Stock com- | Number of Shares& 
prised in each Share Warrant to Bearer Amount of Stock £ 
Total Amount of Debt due from the Company in respect of ail 
Mortgages and Charges which are required, (or, in the case of 
a Company registered in Scotland, which, if the Company 
had been registered in England, would be required) to be 
registered with the Registrar of Companies, or which would 
require registration if created after the First day of July,1908£50000 


Nowtu.—Banking Companies must also add a List of all their Places of 
Business. 
* Where there are Shares of different kinds or amounts (2.9. Preference and 
Ordinary, or £10 and £5), state the numbers and nominal values separately. 
Where various amounts have been called, or there are Shares of different 


kinds, state them separately. - FA = 
§ Include what has been received on forfeited, as well-as on existing Shares. 


ii State the Aggregate Number of Shares forfeited (if any). 
The Return must be signed at the End, by the Manager or 
OMPANY. 


Secretary of the 


Wo 


Sate Page 2 of Annual Return> Cicein 
| ‘STATEMENT in the form of a Balance Sheet made up to the 


3 20th day of March, 1914, containing the Particulars of the - 
‘ Capital, Liabilities, and Assets of the Company. 


Capital and Liabilities, s Assets, 


This vepresents page 2 of | the ‘* Annual Return”? on which 
the Balance Sheet of Nicotine, | Ltd., would be copied from the 
Sy particulars given on page 469, ; 


Page 8 of Annual Return. 


Names and Addresses of the Persons who are the Directors 
of 
Nicotine, Limited, 
on the 20th day of March, 1914. 


Names. Addresses. 
Nicotine, Walter ........ 56 Bedford Square, London. 
Wilson, Edwin.......... 23 George Street, Halifax. 
Harriss Pred =. 4a. Taieceroee | Broadway, Bexley Heath. 


a ee, 
Folio 4 of the Annual Return 


(and the following folios) coniains, in eleven columns, the— 


List of Persons holding Shares in Nicotine, Limited, on 
the 20th day of March, 1914, and of Persons who have held 
Shares therein at atiy time since the date of the last Return, 
or (in the case of the first Return) of the Incorporation of 


the Company, showing their Names and Addresses, and aa 
Account of the Shares so held. 


NAMES, ADDRESSES 


and OCCUPATIONS. ACCOUNT of SHARES. 


| 
SE 
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380. While the keeping of ordinary account books 


and the five books just described are alone compulsory, 
it is customary for Gempanies with numerous share- 


holders to keep the following additional records :—(6) 


Agenda Book, containing a list of the business to be 
transacted at a meeting. (7) Directors’ Attendance 
Book, which should be signed on the occasion of every 
board meeting, particularly where the remuneration of 
the Board is a fixed amount for every meeting attended. 
(8) Register of Applications and Allotments of Shares 
and Debentures similar to example given. (9) Share 
Ledger, sometimes combined with the Register of Mem-.- 
bers. (10) Numerical Register of Shares, principally 
useful where there are a very large number of share- 
holders and it is desirable to have a ready reference as to 
the ownership of shares. (11) Shareholders’ Address 
Book. (12) Register of Transfers of Shares or Deben- 
tures, similar to example given. (13) Register of- 
Debenture Holders. with Register of Transfers. (14) 
Transfer Receipt Book, for acknowledging the receipt 
of Transfers of Shares. (15) Transfer Cash Book, 
where transfers are numerous, for recording the fees 
received by the Transfer Clerk or Registrar, the total 
being paid into the bank periodically. (16) Register of 
Calls, similar to example given. (17) Register of Seals, 
for recording particulars of documents sealed by the 


- directors. (18) Register of Probate of Wills, presented 


by the representatives of deceased shareholders upon 
transfer of shares to the executors or administrators. 
(19) Register of Documents in the possession of the 
Company. (20) Dividend Account Book. (21) Deben- 
ture Interest Account Book. These Books are stocked 
by Gompany Registration Agents, such as Jordan and 
Sons, Ltd., 116 and 117 Chancery Lane, London, W.C. 


381. With the object of facilitating the acquire~ 
ment of a practical knowledge ot Company Accounts, . 
I have designed the following Medel Exercise which is 
practically worked out infull, The transactions, which 


a 


introduce as many difficulties as possible within the 
limits of a single exercise, are all numbered, so as to . 
simplify any references thereto. As a special help to 
teachers of classes, where graduation of: work is so 
important, I have followed the model exercise with a 
very short one, fully worked out. Several ‘short 
exercises on Company A/cs. will be found at the end of 
this chapter. 


Model Exercise on Company Accounts. 
(See key commencing page 450). 


(1) Walter Nicotine decides to convert his business of Tobacco 
Manufacturing into a Limited Liability Company, the latter to 
take over the following balances on the 31st Dee., 1913 :— 


Leasehold Tobacco Factory ......... £6000 
Freehold Tobacco Factory .......... 2000 
Machinery and Plant...........; s.-. 70000 
Sundry. Debtors <3. nis ss au ohn 90000 
Stocks in Factory and in Bond ...... 210000 
Suridey, Creditors ocrcettle ce ee £233000 


The purchase price agreed upon is £267,000 (which sum 
includes £122,000 for the Goodwill), (Enter in Journal.) 


(2) The Company is formed and- registered on the Ist Jan., 
1914, under the name of Nicotine, Limited, the Nominal Capital 
being fixed at £500,000, divided into 20000 5% Pref. Shares of 
£10 each, *20000 7% Ordinary Shs. of £10 each, 10000 Deferred 
Shs. of £10 each, the whole of which are offered for public sub- 
- scription, except the Deferred Shares, which are issued to the 

Vendor in part payment of the purchase money ; the remainder 
to be paid in cash on the 30th April, together with the interest 
thereon at 5% from ist Jan. (Enter issue of Deferred Shares to 
Vendor in Journal.)* The Ordinary Shares must receive TRUE 
before the Deferred Shares shall be entitled to participate in the 
profits ; after which the Deferred Shares shall be entitled to 
receive the remaining profits, so long as they do not produce 
more than 7% thereon; and any excess of profits beyond this 
shall (subject to the usual Reserves) be divisible in equal pro- 
portions between the Ordinary and Deferred Shares. j 


(8) The Directors also invite application for £50000 4% Mort- 
gage Debenture Stock, which is offered to the public at £102° 
the premium to be applied towards the reduction of the Prelim. 
eee Expenses. The shares and Debenture stock are payable as 
follows :— 


Prof. & Ordy. 


1914, Shares. Deb. Stock, 
Jan. 4. On Application ........... £2 10 - £5% 

& hee OREOA NOTEADN ET -cc.age ann ead ane § S- 97% 
INGhHe Oe ewOm Piret Cadl<ana<coae sce oe os 
Apl. 30. On Second Call ........ ti ee 


(4) Interest on the Debenture Stock to be paid on the 30th 
June and 3lst Dec. in each year. (Hnter in C.B.) 


_ (5) The Pref. Shares to be entitled to a Cumulative Preferen- 
tial Div. of 5% per ann ; payable half-yearly on the 30th June 
and 31st Dec. in each year. 


(6) The Shares are over subscribed, the applications from the 
public being as follows :—-(Hnter in O.B.) 


Preference Shares. Deposit. Ordinary Shares. Deposit. 


John Heaps......... 1000 £2500 500 £1250 
George Parker ...... 400 10090 200 500 

_ David Eaves ....... 1000 2500 2000 5000 
John Whitehead..... 2000 5000 2500 6250 
SOG Wlit 5 pas ss - = 400 1000 500 =~. 1250 
George McAdam..... 1200 3000 690 1500 
ved EVarris, 3 on. a 5000 12500 4000 10000 
Albert Bowler ...... 2500 6250 3000 7500 
Chas. Spencer ....... 1500 3750 1000 2500 
Edwin Wilson ...... 5000 12590 10000 25000 
Ernest Bailey ....... 6000 15090 5000 12500 
Beckett & Co. ...... (Debenture Stock, £2500). 


(7) Allthe above were allotted in accordance with the applica- 
tions except as follows :—J. Whitehead allotted 2200 Ordy. 
instead of 2500; EH. Wilson allotted 2000 Pref. and 65000 Ordy. 
instead of 5000 and 10000; E. Bailey allotted 3000 Pref. and 4500 
Ordy. instead of 6000 and 5000; Harris allotted 500 Ordy. 
instead of 4000. 


_ The excess of application money in these 4 cases is retained by 
the directors and carried forward towards allotment and calls, 
except in the case of F. Harris, to whom £5000 is returned. - All 
the allottees remitted the amounts due on allotment. (Hnter in 
Journal and in Applications and Allotments Book ; post latier to 
Share Ledger.  Hinter Cash received on Allotment, and that 
returned to Harris in C.B.) 


(8) The Bank received on the 28th Feb. the following amounts 
due in respect of First Call. (Hnter in Journal, Call Book, and 


C.B.) 

Pref. Ordy. | Pref. Ordy. 
John Heaps .... £1250 £625 | Fred Harris .... £6250 
George Parker . 500 250 Albert Bowler .. 3125 £3750 
David Haves... 1250 2500 | Charles Spencer 1875 1250 
John Whitehead 2500 2750 | Hdwin Wilson... 2500 6250 
George McAdam 1500 750 | Ernest Bailey... 3750 5625 


(9) Apl. 30. The amounts received by the Bank on a/c. of 
Second Call were as follows :—(Hnter in Journal, Call Book, and 
C.B.) 


Pref. Ordy. . . Pref. Ordy. 

John Heaps .... £1250 £625 | Fred Harris .... £6250 
George Parker . 500 250 Albert Bowler .. 3125 £3750 
David Eaves... 1250 2500 | Charles Spencer 1875 1250 
John Whitehead 2500 2750 | Edwin Wilson .. 2500 6250 
Ernest Bailey... ©3750 5625 

(10) Apl. 30. Paid F. Harris £14 5 10 for Int. at 5% per ann. 
on. £625, being cash paid in advance from Jan. 6 to Feb. 28 = 
53 days, £4109; Jan 6to Apl. 30 = 114 days, £9151. (Enter 
in C.B.) 

(11) Apl!. 30. Balance of Purchase Money paid to Vendor, 

£167,000 together with interest thereon at 5% per ann. to date— 
4 mos. = £2783 6 8. (Hniter Int. in Jour. and Payment in C.B.) 
Paid Preliminary Expenses, £5000. (Cash Book.) 
_ (12) May 2. George Parker transfers 100 Ordy. Shares te 
John Heaps, of Bath Street, Batley, Merchant. Registration fee 
recd. 2/6. (Hnter Transfer in Register of Transfers, and 2/6 
in O.B.) 

(18) June 30. Paid half-year’s int. on Debentures, less tax at 
1/-, £950. The Directors declare and the Bank pays Interim 
Dividend as follows :—24% on Pref. Shares, less tax £4655 ; 34% 
on Ordinary Shares, £6825; 34% on Deferred Shares, £3500. 


Pass Tax on Debentures and Interim Divs., through Journal. 


(14) At a meeting of the Directors held on 30th Nov., 1914, it 
was resolved that the following shares be forfeited, viz. :— 


Joe Swift, 400 Pref. Shares, Nos. 4401 to 4800 ) Journalise. 
500 Ordy. ,, .,, 4901 ,, 5400 } 


(15) Charge George McAdam with int. at the rate of 5% per 
ann. from April 30th to Dec. 31 = 8 mos., £75 on £2250, being 
the amount unpaid on Second Call. (Hnier in Journal.) 


(16) Transfer (through the Journal) premium on Debenture 
_ Stock to the credit of Preliminary Expenses A/c. £1000. 


(17) Purchases from Sundry Creditors £250,000; Discounts 
allowed by ditto £1750; Sales to Sundry Debtors £400,000 ; Dis- 
counts allowed to ditto £3000; Received from Sundry Debtors, 


£380,000 ; Sundry Rents received, after allowing Property Tax, 
£100. 


(18) Paid the following:—Half-year’s int. on Debentures, less 
tax, £950 ; Sundry Creditors, £355,000; Directors’ Fees, £1000; 
Wages, £6000; Carriage, £1500; Packing Materials, £2000 ; 
Salaries, £2000; Sundry Trade Exs., £450; Office Exs., £500; 


Repairs, £1200 ; Insurance, £350; Rates and Taxes, £400; Gas, - 


Fuel, &c., £500; Law Charges, £700. 


(19) Losses sustained by Bad Debts, £600. Reserve for Dis- 
count and Doubtful Debts 14% on Debtors’ balances, £1596. 


— oe 
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A ; 
Allow for Depreciation in respect 6f :—Freeholds, 24% £50 ; 
Leaseholds, 24% £150; Machinery, 5% £3500; Goodwill, 10% 
£122000; Thetaxable profit is £68125 2 6, for which allow Income 


Tax @ 1/-in the £. The Stock on Dec. 31, 1914, was £150000. 


Out of the profits the Directors propose and the Shareholders 

‘ at their meeting on 6th March, decide to write off the balance of 
Preliminary Exs., £4000; to place £3000 to a Reserve Fund ; to 
pay on I3th March further dividends on the Pref. Shares at the 


rate of 2$% ; less tax; on the Ordy. and Deferred Shares at the. © 


rate of 64%, and to carry forward £315 5. 


382. TRANSFER OF ASSETS AND LIABILITIES 


on the Purchase or Conversion of a Business. 


_The shortest method of recording these transactions is 
shown in the key to the model exercise. The following 
is the method when a Purchase A/c. is opened’ :— 


PMROTASS ACEOURbege cs 6 eos sake oles Dr. £267000 


To Walter Nicotine (Vendor)........... £267000 


_ Being the consideration to be paid by the 

company for the assignment of business, 

plant, machinery, premises, &c.,mentioned 
in an agreement dated...... iigoinc oy and 

made between W.N. and A.B., which 
agreement has this day been adopted by 

the company to be paid as follows :— 

10000 fully paid Deferred Shares of £10 

each ; £100000; Cash £167000. 


Sundries :— 
To Purehase Account ........:. 2 REE 500000 
For the transfer to the proper A/cs. of the : 
following as per Schedule annexed to 


SA GTeeMMEII A ATCAY fe aaiene “cious esis 6. (aletersisers 

Freehold Tobacco Factory .......... Dr. 2000 

Leasehold Tobacco Factory ......... s 6000 

Machinery, Fixtures, and-Plant...... p 70000 

Sundry Debtors G mis wae va ne 6 3 5 90000 

MODACCO zee Crr soahne Melons he ooh oe » 210000 

Goodwill ts pirice < eke, suas F epaa Maori Me », 122000 
Purchase Account ...........+. ape ame Dr. 233000 

Mo Sundry Creditors 9.0 hs ele ae on oes @ 233000 


For the transfer to the proper A/es. as per 
Schedule annexed to the agreement dated 
Walter Nicotine (Vendor) ............+ Dr. 100000 
To Deferred Share Cap. A/c. ..........-. 100000 
For 10000 fully paid shares of £10 each, 
issued to him as part consideration, etc. 


Pa 


The £167000 payable to the vendor in cash would 
pass through the Cash Book to the debit of his a/c. in 
the ledger, as also would any interest thereon, after 
having been journalised and posted. 


Dr. Purchase Account, Cr. 


1914, 1914. 
Jan. 1 To Walter Nicotine...... £267000 | Jan. 1 By Freehold Property... £2000 
. x» Sundry Creditors ... 233000 | », Leasehold Factory... 6000 


Machinery, &c.°...... 70000 
eee. Sundry Debtors ...... 90000 
: > Sp Obg@rco, /ae>- coz. acsee 210000 
| ay Good Will cawats cues s0se 122000 
£500000 | £500000 

Dr, Vendor’s A/c. (Walter Nicotine). ; Cr. 
Jan. 7 To Deferred Share Jan. 1 By Purchase A/c. .. £267000 - - 

Capital) cisiccrs #£100000 - - | Apr.30 ,, Interest on 
Apr. 30b-15,cbanlceiensccesees 169783 6 8 £167000 at 5% 

: = for 4 mos. ... 2783 6 8 


£269783 6 8 : £269783 6 8 


383. PRELIMINARY or FORMATION EXPENSES 
include the cost of the preparation, circulation and 
advertising of the prospectus, the preparation and print- 
ing of the Memorandum and Articles of Association, 
the fees payable on filing the necessary documents with 
the Registrar, and generally all legal, accountancy and 
other work transacted on behalf of the company until 
the allotment of shares or the issue of the Share Certifi- 
cate. Unless paid by the promoter or vendor, it is 
usual to take powers in the Memorandum to pay ‘such 
expenses; in which case the payment must be entered in 
the C.B. and posted to the debit of a Preliminary 
Hxpenses Ajc. This amount must be written off as 
quickly as practicable, either from ‘‘ Forfeited Shares 
A/c.,” “ Premiums on Shares A/c.,” or by an annual 
charge against the profits of the business, equally 
divided over a limited number of years, not exceeding 
ten, but preferably five years. The following shows 
the duty, fees, and stamps payable, together with an 
estimate of the expenses incurred in the formation of 
“ Nicotine, Limited.” 


ween eae 


Deed Stamp on Articles of Association ¢-.... 1! 10 
Fee Stamp on Dartos are OEY 
Fee Stamp on Notice of Office -.....2..0...... 
Stamp'on Debenture at 2/6% ............,.272 62 10 
Stamp on Purchase Deed at 10/-%......1...77° 2500 - 
Printing and Advertising ......-0000:0.....000. 137 5 
Legal Charges, Accountancy Ex mses, 
Underwriters and Brokers Commission ..... 1000 - 
£5000 — 


384, APPLICATION AND ALLOTMENT. A form 
of application for shares or stock is usually attached to, 
or enclosed along with the prospectus. This form is 


~ filled up by the applicant and forwarded to the com- 
_. pany’s banker, together with a cheque for the amount of - 


the application money (not less than five per cent. of the 
nominal amount of each share), which must be entered 
in the Cash Book, either direct from the application 
forms, or the list supplied by the banker. Upon receipt 
of sufficient applications for shares to justify the com- 
pany going to allotment, the Directors meet and pass a 
resolution allotting the shares to such applicants as they 
think fit, and the Secretary then forwards Letters of 
- Allotment requesting payment of the amount due on 
allotment to those persons receiving an allotment, and 
_ Letters of Regret, with cheques for the return of the 
deposit, to those whose applications are refused. The 
total amount due on application and allotment must be 
entered in the Journal, in which the shareholders’ names 
need not be inserted, if an Application and Allotments 
Book is used, from which the entries may be posted to 
the Share Ledger. Any application money returned, 
as well as the amounts received on allotment, must be 
entered in the Cash Book, the latter amounts being 
posted to the Share Ledger. ; 


385. In the Model Exercise, as indicated above, the 
shortest method of recording the receipts of the various 
instalments of Capital is adopted, but in the case of 
large companies it is considered moreconvenient to have 
a separate account for each instalment of shares ; ¢.g., 
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Application A/c., Allotment A/c., ist Gall A/c., 2nd 
Call A/c. When separate accounts are thus kept they 
need adjustment when the shares are over-subscribed, 
as the sum standing to the credit of the Application A/c. 
would be more than the amount due. The Application 
A/c. would therefore be, debited and Allotment A/c. 
credited with the amount paid in excess. Where Letters 
of Regret have to be sent out, Application A/c. is 
debited and Sundry Applicants credited with the total 


amount returnable to Applicants credited with the total 


amount returnable to Applicants who receive no allot- 
ment or partial allotment, or the amount returned is 
posted direct from the Cash Book to the debit of Appli- 
cation A/c. The excess of receipts on the Application 
in the Model Exercise, is fully recorded in the following 
Journal entries and Accounts :— 


1914. DES . 
Jan. 4. Preference Share Application A/e. ..... Dr. £50000 ‘ 
To Preference Share Capital A/c. ; ~ £50000 
Being £2 10 0 per share due on 20000 shares. 
» 4 Ordinary Share Application A/e. ...... Dr. 50000 
To Ordinary Share Capital A/e. / 50000 
Being £2 10 0 per share due on 20000 shares. 
» @ Preference Share Allotment A/c. ...... Dr. 1@0000 
To Preference Share Capital A/c. x 
Being £5 per share due on 20000 shares. . 
» %, Ordinary Share Allotment A/c. ....... Dr. 100000 
To Ordinary Share Capital A/c. 100000 
Being £5 per share due on 20000 shares. ‘ 
Feb.28. Preference Share First Call A/c. ....... Dr. 25000 
To Preference Share Capital A/c. 25000 
‘ Being £1 5 0 per share due on 20000 shares. 
», 28. Ordinary Share First Call A/c.......... Dr. 25000 
To Ordinary Share Capital A/c. 25008 
Being £1 5 0 per share due on 20000 shares: ~ ; 
Apl.30. Preference Share Second Call A/c. ..... Dr. 25000 
To Preference Share Capital A/c. 25000 
Being £1 5 0 per share due on 20000 shares. - - 
» 30, Ordinary Share Second Call A/e. ...... Dr. 25000 
To Ordinary Share Capital A/c. ; 25000 
‘ Being £1 5 0 per share due on 20000 shares. , : 
Preference Share Application A/c. ..... Dr. 15000 
To Preference Share Allotment A/e, 15000 
Being amount paid in excess on application, 
and now transferred to allotment (Wilson 
8090 shares, Bailey 3000 shares). 
Ordinary Share Application A/e. ...... Dr. 17000 
~ To Ordinary Share Allotment A/c. 17000 
Being amount paid in excess on application, 
and now transferred to allotment (Whitehead x 
200 shares, Harris 500 shares, Wilson 5000 3 
shares, Bailey 500 shares). 
Ordinary Share Application A/c. ......Dr. 5000 ’ 
To Fred Harris 5000 


Reing amount paid in excess on application, 
and new returnable to applicant. 
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— @rdinary Share Application He sence DE 


, To Ordinary Share First Call A/c. £625 
>. ' Being amount paid in excess of application : 
F. Harris on 500 shares and now trans- & 
ferred to First Call Ale. ; 
Ordinary Share Application A/c. ......Dr. 625 
' To Ordinary Share Second Call A/e, 625 
oF Being amount paid in excess on application 
by F. Harris on 500 shares and now trans- 
Jerred to Second Cail A/c. 
_~ N.B.—See remainder of Journal on page 450, s 
: 
Dr. Ordinary Share Application Aje. Sees! fy em. 
aoe ee ee 
“Jan. 4 To .Capital A/c. ............ 50000 Jan. 4 By Cash from Sundry > . 
x + Transfer, to ‘2 Applicants! °...,...., 75259 
__ Allotment A/c. .:. 17000 
c », Cash returned .....:+, 5000 
» Transfer to Ist Cali... 625 
» Transfer to 2nd Call... 625 Nee Ts iS 
£73250 £73250 
Dr. Ordinary Share Allotment A/c. Cr. 
1s14. ys ey £7. ist. sp ; Ey 
gan. ¢ To Capital A/c. «......:.. 100000 | Jan. 9 By Cash from Sundry 
s = Shareholders ......... 83000 
: ; } os Transfer from 
ee cena Application A/c. ....17000 
1 ete ; £100600 £100000 
eDris 3 Ordinary Share First Call A/c. Cr. 
1914. 2 1914. oe 
Feb. 28 To Capital A/e. ......... 25000 | Feb.28 By Cash from Sundry 
Shareholders ,......:. 28750 
i : a Transfer from 
F Pr Application A/c, ... 625 
« 5 Forfeited Shares ... 625 
£25000 £25000; 
Dr. Ordinary Share Second Call A/c. Or. 
1 / eee ir 30 By C f Sund 
Apr.30 To Capital A/c. ............ 5 Apr. ash from Sundry 
cr Shareholders ......... 23000 
BS Transfer from 
Application A/c. a. 625 
” » — Forfeited Shares .., 625 
” Balance unpaid ... 750 
£25000 £25000 


— 
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Dr. | Preference Share Application Aje. — Cr, 


{9i4. OE eS : ae 
Jan. 4 To Capital A] Ca. cp cenus® 0000 | Jan. 4 By Cash from Sundry 
» Transfer to & Applicants .......-.... 65000 
Allotment A/c. ...... 15000 | 
£65000 = £65000 
Dr. Preference Share Allotment A/c. Cr. 
“Did. z 1914. gree” 
Jan. 2% Po Gapital A/c. sixes cess 100000 | Jan. 9 By Cash from Sundry 
Shareholders ......... 85000 
»  -Transfer from 
= A Application A/c. ... 15000 
SS ; £100000 od Ss £100000 
Dr — Preference Share First Call A/e. Cr. 
‘1914. 1914. $ 2 
Feb. 28 To Capital A/c. ..........-- 25000 Feb. 28 By Cash from Sundry 
Shareholders ......... 24500 
ae ; rh Forfeited Shares ... 500 
ae = £25000 | £25000 
Dr. Preference Share Second Cail A/e. Cr, 
1914. = 1914. 
Apr. 3) To Capitals Alieonsseeccsee 9000 Apr.30 By Cash from Sundry 
Shareholders ......... 23000 
[ee » Forfeited Shares 500— 
ee » Balance unpaid ...... 1500- 
£25000 £25000 


386. GALLS are requests for payments of instal- 
ments due on shares, and are made either in accordance 
with the terms of the Prospectus or by the order of the 
Directors. The total amount due on each call must be 
journalised, but the shareholders’ names need not be 
entered if a Gall Book or “ Register of Calls ” is used, 
from which the entries oo be posted to tHe Share 
Ledger. The cash received in response to the Gall 
Letter must be recorded in the Cash Book and posted to 
the Share Ledger. On Galls paid in advance it is usual 
to allow interest, which, when paid, need only be 
entered in the Cash Bookas shown, or, if preferred, the 
transaction may be previously journalised thus :— 


Intereste-Afen ee ws es Rate Peat mr Fa <8) af od 
Po red: Harris ia sa ee eee 


Pesan ti) 


Interest must be charged on Calls in Arrear and 


journalised like transaction No. 15. 


CALL BOOK. 
First Call of 25]- a shave made Tth February. Payable 28th February, 


%, 


Share No. of | 
Ledger Name of Shareholder, Shares Amount! Date |Interest Remarks 
Folio. held. | due. paid. 
— . 1914 ieee Sea 
wai, Poun, Feans > eke. o: 1000 | £1250/Feb.28 


2 | George Parker ....., 400 500} ,, 28 


387. FORFEITED SHARES. The Articles of 
Association usually provide that in the event of non- 
_ payment of calls, the Directors may, after having given 
. due notice of their intention to the defaulting share- 
holder, proceed by resolution to forfeit his shares. The 
entries giving effect to forfeiture would have to be made 
through the Journal by writing off to a “ Forfeited 
Shares A/e.”’ whatever amounts had been paid upon the 
shares ; and writing back the calls outstanding, and so 
closing the Share Ledger A /c. (See transaction No. 
14). Until the shares are re-issued, the amount paid up 
on the forfeited shares must be shown as a Liability in 
_ the B/S., but when the shares are again disposed of, the 

bal. of the Forfeited Shares Ale. may be either credited 
to a Reserve Fund or applied towards the liquidation of 
an unrealisable asset, such as Preliminary Exs. or Good- 
will. The Directors have power to re-issue such shares 
at a dis. not exceeding the amount originally paid up 
thereon ; and when this is done the resulting deficiency _ 
of the Share Cap. A/c. must be recovered from the For- 
ferted Shares A'c. by means of a journal entry.” Any 
member whose shares have been forfeited is still liable 
to pay all calls owing upon such shares at the time of - 
the forfeiture. : 


_ 388. TRANSFER OF SHARES The main distinc- 
tion between a partnership and a company is that in the 
latter the members can sell and transfer their shares 
without the consent of their co-members, unless 
specially forbidden by the Articles of Association. The 


* 
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original allottee of the shares of a company remains 
entitled to the benefit and subject to the obligations of 
the shares dntil he has got rid of them either by (a) 
transfer on sale or otherwise (b) death or bankruptcy or 
(c) forfeiture or surrender. ‘The first two are commonly 
referred to asthe Transfer and Transmission of Shares. 
After the Form of Transfer has been completed by the 
parties and deposited with, and passed by, the Secre- _ 
tary, he will record the transaction in the Register of 

Transfers, from which it will be posted to the Share 

Ledger to the credit of the transferor, and to the debit 

of a new a/c. in the name of the transferee. It will 

thus be seen that the registration of a change of owner- 

ship of certain shares does not affect the Financial 
Books, this transaction being merely entered in one of 

the Statistical Books. On the death of a shareholder 

his interest in a company passes to his executor or 

administrator, who must produce to the secretary of the 

company the Probate of the Will of the deceased share- 

holder, or Letters of Administration of his estate, before 

the secretary can register the name or names of the 

executors or administrators. In the case of a bank- 

ruptcy the right to deal with and to receive the profits 

of the shares at once vests in the trustee, and he is 

entitled either to transfer the shares or to have himself 

registered as a shareholder. It is usual to charge a 

Registration Fee of 2/6 on each transfer. These fees 

are posted from the C.B. to a Registration Fees A/c; 

the total amount being transferred on balancing to the 

Cr. side of the last section of the P, & L. A/c. 


REGISTER OF TRANSFERS (Ordinary). 


Date. 


5 Transferor. Transferee. 4 | Distinctive 
n 8 
a5 o = & | Numbers. a 
@ia. my q [1d |Poebave 4 
alg z ee i 
CA 8 Be zs E 
'S|6'S| Name.| Address, ||¢Uj/Name| Address.| 2 |.© |From| To | 8 
6) 5h) 64 Spec R 
A fete SSO tice 

May 2) 1} 2 | George|/Vernon Rd.,f 12 | John |8 Bath St.,|Mer- 00 | 501 | 600 

Parker} Leeds. Geaps| Batley. | chant 
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Pe * Be al Sa ets * sy pels 
cimen of COMMON TRANS 
1, George Parker, 


FER DEED. 
of Vernon Road, Leeds, in the County 


+ 


_ of York, Cashier, in consideration of the sumof One  .- 
thousand pounds, paid’ by John. Heaps, of 8 Bath 


Street, Batley, in the County of York, Merchant, 
hereinafter called the said Transferee. es 


Do hereby bargain, sell, assign, and transfer to the 
said Transferee :—100 (One hundred) Ordinary 
Shares of £10 (Ten Pounds) each, numbered 201 to 
600 all inclusive, of and in the undertaking called «= 
Nicotine, Limited. 


Impressed 
Stamp 
£5 Os. Od. 


y 


38 2 a 
Ss > S To bold unto the said Transferee, his Executors, are 
2 eS 8 Administrators and Assigns, subject to the several zs 
sees conditions on which J held the same immediately “ 
= & RS = before the execution hereof; and J the said Trans- : 
2&8 Sx feree do hereby agree to accept and take the said e 
sos BS shares subject to the conditions aforesaid. Beis 
; Es = q Zs Witness our Hands and Seals, this second day ee 
- #s -of May, in the Year of Our Lord One thousand nine 7. en 
On ‘hundred and fourteen. es 


igned, sealed, and delivered by the above- 
med George Parker, in.the presence * 


i 


‘. 

| (Signature........ Po BUGGY OSS hen sii as | GEORGE PARKER ! spat, 

|) Address. .16 Clarendon Street, Leeds .. oe of 

? Occupation........ DLGTy eee SIS ene aa 

gned, sealed, and delivered by the above- ‘ 

named John Heaps, in the presence of a Re. 
Signature.,.... Edward Clarke....... JOHN HEAPS { spat. ‘2 
Address. .13 Beverley Terrace. Batley. . ree 
Occupation........ Engineer .....4.. ‘ 

Specimen SHARE CERTIFICATE. 
Certificate No: 12. Ordinary Shares. No. of Shares 100 


oN 


‘ RICOTINE LIMITED. 
Incorporated under the Companies’ (Consolidation) Act, 1908. 


CAPITAL £500,000, 
divided into & 
20,000 5% Cumulative Preference Shares of £10 each. 
: 20,000 7% Ordinary Shares of £10 each. 
10,000 Deferred Shares of £10 each, 


Obis is to Certif: Y that John Heaps of 8 Bath Street, Batley, 
is the Registered Proprictor of One hundred fully paid Ordinary 
Shares of Ten Pounds each numbered 501 to 600, in Nicotine, 
Tismated, subject to thé Memorandum and Articles of Association of 
the said Company. 


Given under the Common Seal of the said 
Company this fifth day of May, 1914. 
WALTER NICOTINE, . ‘g 
HDIVIN WILSON,” | Directors. 
; i ARTHUR FIELDHOUSE, Secretary. 
Norr.—No.Transfer of the above shares can be registered uniess accompanied 
J by this Certificate. 
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389. CAPITAL and REVENUE. Revenue, strictly 


speaking, is the annual income, profits, interest, or. 


return of any species of property, real or personal. The 
expression Revenue A/c. is a generic term embracing 
all accounts dealing with income, earnings, or profits, 
against which are charged the costs, expenses, and 
losses connected therewith, during a given period, the 
excess of revenue, in the case of a joint stock company, 
being available for distribution among the shareholders. 


‘Revenue A/c.” “ Profit and Loss A/c.” and “ Income 


and Expenditure A/c.’ are synonymous terms, the first 
named being principally applied to the a/es. of railway, 
lighting and water companies, while “ Profit and Loss 
A/c.” is a term used by trading concerns, and “ Income 
and Expenditure A/c.” by non-trading associations. 
The theoretical P. & L. A/e. may be sub-divided into (1) 
Trading A/e. (2) P.&L. A/e. (3) Appropriation A/c. 
or into (1) Manufacturing A/e- (2) Trading A/e. (3) 
P. & L. A/c. (4) Appropriation A/c., according as the 
business is concerned with trading only, or with both 
manufacturing and trading. The Manufacturing A/c. 
shows the cost of production, the Trading A/c. the gross 
profit on trading, the P. & L. A/c. the net profit or loss 
- on the business as a whole, and the Appropriation A/c. 
the disposition of the profit. The theoretical Income 


and Expenditure A/c. of a non-trading association may - 
also be sub-divided into (1) Income and Expenditure 


A/c. for the period under review, (2) Appropriation A/c. 


/ 

$90. It is most important, on the one hand, that 
none of the Capita! or Assets should be accounted as 
income and distributed, and on the other hand, that all 
expenses, losses and charges incurred in the production 
of the income, should be duly debited against the same. 
The subject has necessarily already received much 
attention in a graduated manner in several parts of the 
book, particularly in paragraph 81. To put it shortly, 
all money expended in purchasing, constructing, or 
equipping any kind of property which helps in the 
production of profit or revenue ; as well as that expendi 
ture Incurred in permanently improving, enlarging, or 


ny, 


extending any kind of property, so as to increase the 


Tevenue earning capacity thereof, is known as Capital 


Expenditure, and should be debited to the a/e. of the 
particular asset affected thereby, and not charged to 
revenue, as it causes no loss. On the other hand, how 
ever, all payments made in respect of renovations, 
repairs, replacements, etce., which merely have the effect 
of matniaining the value of any existing asset, are 
“ working expenses,” causing a loss to the Proprietor, 
and are therefore known as Revenue Expenditure : and 
should be debited to the Revenue or P. & L. A/c. or one 
of their sub-divisions. ~ 


391. Carefully study the a/cs. on pages 274-5, from 


which it will be seen that there should be debited to 
revenue, the cost of everything consumed in the process 


of manufacture, as well as the wages, salaries, rents,- 


royalties, taxes, and all other expenses attending the 
packing, warehousing, carrying, selling, and distribut- 
ing of either materials or finished articles ; also those 
losses which are incurred during the period under 
review, such as repairs and replacements to property, 
depreciation or reserves on the various assets, interest 
on capital or loans, sinking fund charges and income 
tax. Particularly in the purchase of new plant, machin- 
ery and tools, it is necessary to distinguish which should 
be charged to capital and which to revenue. For 


instance, if any part of the purchase is to replace loose 


tools, the amount should, undoubtedly, be charged to 
revenue ; but if to tmcrease or augment the existing 
stock, then the amount should be debited to capital ; 7.¢. 


- the “Loose Tools A/c.” which is presumed to have been 


duly depreciated at each balancing. In the case of the 
sale of any asset at a lower figure than that at which it 
stands in the books ; say, of a horse for £5, which stood 


- at £10; the difference or loss of £5, should, at the time 


of the sale, be charged to revenue by debiting the Depre- 
ciation A/c. See the Suspense A/c., par. 182, as to the 
adjustment of expenses either unpaid, or paid in 
advance, at the time of balancing. Also see chapter on 
the Double A/c. system. 


ddGh 


_ $92. INCCME TAX should always be deducted at 
the full rate on the payment of interest on Debentures, 
as well as from the Dividends payable in respect of Pref. 
Shares, otherwise an injustice would be done to the 
Ordinary Shareholders. It is quite immaterial whether 


the tax is deducted or not on the Ordinary Shares, and 


‘the statement that “‘ the dividends are payable free of 
income tax’’ merely indicates that the gross dividend 


declared will be paid to the shareholder, who will not be si 


required to pay any further tax upon this source of 
income, as the Company has already paid the tax upon 
the whole of the profits earned. No individual share- 
holder is ever called upon to pay tax upon dividends 
received from a public company ; on the contrary he is 


entitled to’ return of the tax on such dividends if his 


total income does not exceed £130 per annum. In the 
model exercise the tax is charged at 1/- (although at 


present 6/-) in the £ for convenience of calculation and: 


typesetting, and the taxable profit is ascertained thus : 


Take the Balance of the Ist section of the P.&L.a/e. £55054 — — 
Add Interest on Calls and Registration Fee ..... TOs 2 = Oue 


Add Reserve for Doubtful Debts and Discounts 1596 - 
Add) Depreciation a ssc aeensisi cae £15900 
Less Depreciation on Machinery... 3500 12400 -— -— 


£69125 2 6 


Less Directors’ Fees... i Reece ese ac ats 1000 - - 

Profit liable to Income Tax .....; HME Sasa £68125 2 6 
a ee 

Amount payable at 1/- in the £................ 3406 5 — 


Less Tax on Debenture Interest 
Less Tax on Preference Dividends :.. 490 590 — -— 


Amount to be charged to the P. & L. a/e. .1.... £2816 5 — 
ome 


Dr. Income Tax Collector. Cr. 
eer 5 1914. 7 £ (Sid 
June 30) By Interest A/c. (Debentures)...... 50 


Toys » Dividend A/c. (Pref. Shs.) - 
Dec.31| ,, Interest A/c. (Debentures)...... 50 | - 
eas » Py & LXAse. (Lax on Profits) ..|' 2816 | 5 
1915. | 
Mar. 6] ,, Dividend A/c. (Pref. Shs.)...:.. “245 |. -( - 


393. PROFITS AND DIVIDENDS. As to what 


profits are available for dividend, and the manner in 


. 


‘ 


_ which the same are divided between the holders of 


shares must be determined in accordance with the 
Memorandum or Articles of Association ; while Interest 
on Debentures is reckoned exactly from the date of the 
receipt of the instalments. Dividends on shares are 
generally declared for an even period irrespective of the 


receipt of the cash. Dividends upon parily-paid shares -— 


are usually paid according to the amounts respectively 
paid up thereon, and not according to the nominal 
amount of the shares.; moneys paid in advance of calls, 
and carrying interest, being, of course, excluded from 
the amounts deemed to be paid up on the shares for this 
purpose. Where the Directors have power and are 


- satisfied that there are profits to divide, they may de- 


clare an Interim Dividend, which is a dividend declared 
before the expiration of the ordinary financial period, 
either on a/c. of current profits, or out of accumulations. 
No dividend should be declared on Ordinary or Deferred 
Shares where the Revenue a/c. shows a loss on the 
working, or where the profit earned does not extinguish 
and exceed any previous losses; unless there is a 
Reserve Fund, out of which it is competent for the 
Directors to make a distribution. Dividends cannot be 


_ paid out of capital, even if the Memorandum or Articles 


of Association authorise such a payment, as it would 
be in fact a reduction in capital. Directors who wilfully 
pay dividends out of capital are personally Liable to 
make~good the amount. Shareholders who receive 
dividends knowing that they are paid out of capital may 
be ordered to indemnify the directors to the extent of 


_ the amounts they have so received. 


394. Section 91 of the Companies (Consolidation) 
Act, authorises the payment of interest out of capital 
where any shares of a company are issued for the 
purpose of raising money to defray the expenses of the 
construction of any works or buildings, or the provision 
of any plant, which cannot be made profitable for a 
lengthened period, but subject to the following restric- 


tions :—(1) The payment can only be made if authorised 


by the Articles or by special resolution, and sanctioned 
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by the Beard of Trade ; (2) The payment must only be 
for the period determined by the Board of Trade, not 


extending beyond the half-year succeeding that in which ~ 


~ the works are completed or the plant provided ; (3) The 
rate of interest must not exceed 4 per cent., or such 
lower rate as may be prescribed by Order in Council ; 
(4) The accounts of the company must show the capital 
on which, and the rate at which, interest is paid during 
the period to which the accounts relate. e 

395. Where there are many shareholders it is 
convenient to keep a Dividend Account Book or List in 
which to enter all the details. A single cheque should 
be drawn for the whole amount of the dividend, and 
paid into a separate banking a/c., against which the 
dividend warrants for each amount should be issued, 
thus the balance on this banking (dividend) a/c. will 
show the amount of dividends unclaimed, which should 
be shown among the liabilities in the B/S. 

396. The dividend is. paid to the shareholders actu- 
ally registered in the books of the company before the 
date fixed for the payment, irrespective of the date when 
the shares were purchased. Large companies always 
close the Registers for a week or more prior to the pay- 
ment of a dividend, so as to stop the registration of new 
holders while the Dividend List is being prepared. An 
announcement to this effect is advertised in the financial 
and other newspapers, thus :— rea 


ICOTINE, LIMITED. — TRANSFER 

BOOKS will be closed from Monday, 

the 22nd inst., to Tuesday, the 30th inst., in- 

clusive, for preparation of Dividend Warrants. 
ARTHUR FIELDHOUSE, Secretary, 

50 Austinfriars, London, H.C. 


387. The Girculars announcing the dividend are 
usually printed in book form, being perforated into two 
portions, the upper one being the Dividend Statement 
and the lower one the Dividend Warrant drawn upon 
the Company’s Bankers. The names and amounts are 
filled in from the Dividend List and dispatched to the 
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registered shareholder, who would pay the warrant into 
his banking a/c. in the usual way. Where a share- 
holder is entitled to repayment of the Income Tax on 
the dividend it would be necessary for him to attach the 
Dividend Statement to the Form of Claim to be sent to 
the Inland Revenue Department. 
Dividend Book or Sheet. 

Interim Dividend on Preference Shares paid 30th June, 1914. 

N.B.—The tax payable by a Limited Company on its profits, 
however small, is always at the full rate. But for convenience of 


calculation and typesetting it has been reckoned at 1/- in the £, 
although it is 6/- at present. 


, ow jas aot 
ay Bg Joa Eo 
on -Name ot | aS oes | ga | 
3'%| Shareholder. SO pRoa ae Remarks. 
Ei.) a ous eo 
: a 1as” | 
£ 

.1 | John Heaps ...... | 12 

2 | Geo, Parker ...... 5 

‘3 | David-Eaves...... 12 

4 | J. Whitehead ... 25 

‘5 | Geo. McAdam... 15 

‘6 | Fred Harris ...... 62 

‘7 | Alb. Bowler ...... 31 

‘8 | Chas. Spencer ... 18 

‘9 | Edwin Wilson ...} “25 
10 | Ernest Bailey ... 37 
: 19600 4196000] 4900 | 245 

Dr. Dividend A/c. Cr. 

“£ | 1914. Et, £ 


June 30/By P. & L., Appro- 


1914. 
June 30/To Income Tax A/c. (i/- in 
J priation A/c. 


the £ on £4900 Pref. Div.) 


ayy |LO Cash:— Preference Div.| 4900 
Sundry Pref. Shareholders Ordinary Diy....| 6825 
Do. Ordy. ” Deferred Div....| 3500 
Do, Defd. rf, 
1915, 1915. 


Mar, 6/To Income Tax A/c. (1/- in 


Mar. 6|By P. & L. Appro- 
the £ on £4900 Pref. Div.) 


priation A/c. 


», 13/To Cash:— Preference Div.| 4900 
Sundry Pref, Shareholders Ordinary Div....| 12675 
Do. Ordy. 3 Deferred Div..,.} 6500 

Do. Defd. % é 


£| 39300 

398. A P/L. Appropriation A/c. is often prepared 
for the purpose of showing the disposition or application 
of the net profit. This A/c. is credited with the net profit 
brought from the P. & L., or Revenue A/c., also the un- 
divided profit or balance b/f. from the previous balan- 
cing ; while the Dr. side shows the amount placed to the 

P 


Reserve Fund, the dividends to be paid, and the balance 


c.f. to the next a/c. (see Appropriation A/c. to Model 
Exercise of Nicotine, Ltd.). When an Appropriation 
A/c is not used, the disposition of the profit may be 
shown in the B/S., where the net profit for the current 
period must be shown separate from the balance 


brought forward from the previous balancing, thus :— 
Profit & Loss A/c. :— 
Balance b/f. \st January, 1913 ...£1560 
Add Net Profit for the year . - 17985—19545 
Less Interim Dividend paid ; 5720 


£13825 


After the a/cs. have been submitted to, and passed — 


by, the shareholders, and the proposed appropriation 

has been sanctioned by them at the General Meeting, 

these transactions may be journalised, at 
NICOTINE, LIMITED. 


Journal of Model Exercise (page 432.) 
N.B.—See other portion of Journal on page 438. 


1914. : Dr. Cr. 
Jan. 1. Freehold Tobacco Factory ....... Dr. £2000 
Leasehold Tobacco Factory ...... 35 6000 
Machinery, Fixtures & Plant ..... >» 70000 
Sundry. Debtors: ..5 soe ee » 90000 
Tobacco, &e. wie:$2 Sie ej elieie sigieieisi cist 590 210000 
Goodwill an se ae eee ee », 122000 
To Walter Nicotine (Purchase A/c.) - £500000 


Being Sundry Assets acquired by the 
Coy. this day as per resolution of the 
Board No... confirming Agreement 
of this date between the Company 
and Walter Nicotine. 
Walter Nicotine (Purchase A/c.)..Dr. 233000 
To Sundry Creditors ..0........... 233000 


» 7. Walter Nicotine (Share A/c.) .....Dr. 100000 
: To Deferred Share Cap, A/c. ....... 100000 


ers es eS Se ee Ee PE Oe ME INS SN ae ee eer Te 


i pats in 


eee os es 


—— ae eee 


i 
lls ee te ae ie 


1914. 


. Dr. 
Jan. 7. Walter Nicotine (Purchase Aje.) -....£100000 


aay F 
See 
Feb, 28. 


Apl. 30. 


To Walter Nicotine (Share A/e.) 


Sundry Shareholders (Separate A/cs.) 


To Preference Share Capital A/e. 
_ (Application and Allotment) ....... 


To Ordinary Share Capital A/c. .... as 


(Application and Allotment) ....... 
Pref.  Ordy. 

‘John Heaps...... «+». 1000 6500 
George Parker ....... 400 200 
David Haves ........ 1000 2000 


POE OWil bos. cake ets 400 500 
George McAdam...... 1200 600 


> Hred!’ Harris-'.< sc. ke+ . 5000 500 


* Albert Bowler ....... 2500 3000 
Charles Spencer ...... 1500 1000 
Edwin Wilson ....... 2000 5000 
Ernest Bailey ....... 3000 4500 
For 40,000 shares allotted to the above 

persons upon which £2 10 — has 
already been paid ; and a further £5 
per share is now due. 

Beckatt-dt Cole, occ c swine eee rs Deceers 

To 4% Debenture Stock A/c. .... 
», Debenture Premium A/c. we 
For total amount due (including pre- 
mium) on application and allotment 
of 4% Mortgage Debenture Stock. 

Sundry Shareholders (Separate A/cs.) 
. To Pref. Sh. Cap. A/e. (1st Call) .. 

s Ordy. Sh, Cap. A/c. (1st Call) 
Pref. Ordy. 

OMT. EECA PSs: stun e sates 1000 500 

George Parker ........ 400 200 

David Haves ......... 1000 2000 


Joe Swift ........ -..- 400 500 
George McAdam....... 1200 600 
Prepsblarrisnn. sss els< 5000 500 
Albert Bowler ........ 2500 3000 
Charles Spencer ....... 1500 1000 
Hidwin Wilson ....... . 2000 5000 
Ernest Bailey ........ 3000 4500 
For Ist Call of £1 5 - per share on 
40,000 shares due this day. 
Sundry Shareholders (Separate A/cs.) 
To Pref. Sh. Cap. A/c, (2nd Call) .. 
» Ord. Sh. Cap. A/oj (2nd Call) .. 


Tr. 


£100000 


11250 

4500 
22500 
31500 

6750 
13500 
41250 
41250 
18750 
52500 
56250 


51000 


1875 

750 
3750 
5250 
1125 
2250 
6875 
6875 
3125 
8760 
9375 


150000 
150000 


50000 
1000 


25000 


25000. 


25000 
25000 


Veet hethe. Soca 


hs Fi 
Tee 2» ole 


Apl. 30. 


June 80, 


June 30, 


Nov.30. 


Dec. 31. 


ey a ee ge ae 


452 
Dr. Cr. 
Pref.’ Ordy. 
John Heaps... ssn.» _ 1000 500 £1875 
George Parker ........ 400 200 750 | 
David Haves ......... 1000 2000 3750 
John Whitehead....... 2000 2200 5250 
VOC Swilbeen tree see 400 500 1125 
George McAdam....... 1200 600 ©2250 ¢ 
Fred Harris: oc). ea 6000 500 6875 
Albert Bowler ........ 2500 3000 6875 
Charles Spencer ....... _ 1500_1000 = 3125 
Edwin Wilson ........ 2000 “5000 ~=8750 
Ernest Bailey ......... 3000 4500 9375 
For 2nd Call of £1 5 — per share on 
20,000 Ordinary and 20,000 Prefer- 
ence Shares due this day. : 
UnberestwAs/6. a5 ceca neva ase abe ek 2783/6/8 
To W. Nicotine (Purchase A/c.) £2783/6/8 
For Interest at the rate of £5% per 
ann. for 4 mos. on £167,000 being 
balance of purchase money. 
dn berest=Ay Ons, + Nex nates st ene 50 
To Income Tax Collector ......... 50 
For Tax at 1/- in the £ on } year’s 
Interest on Debentures. 
P. & L. Appropriation A/c. ...... -.-. 14980 
To Div. A/c. 24% Pref.Shs.(less tax) 4655 
S Do. 34% Ordinary Shares 6825 
a Do. 34% Deferred Shares 3500 
Being the aggregate amount of In- 
terim Dividends declared by the 
Directors at a Meeting held this day 
Preference Share Capital A/c. ....... 4000 
Ordinary Share Capital A/c. ........ 5000 
To Forfeited Shares A/e. ......... 9000 
Being 400 Pref. Shares Nod. 4401 
to 4800 and 500 Ord. Shares Nod. 
4901 to 5400 forfeited by a resolu- 
tion of the Directors on this date. 
Forfeited Shares A/c. .........+00.. 2250 
TOwhoe Swifts. 5 sac aes ees 2250 
For transfer of balance unpaid on 
400 Pref. and 500 Ordinary Shares. 
George McAdam... ...0...0.ce000e 9 75 
LornterestsAi/e:5 3a e sea 75 


ann, on £2250, being the amount 
unpaid on 2nd call, 


Purchase A/c. ...... 
To Sundry Creditors. iat alenen eanatat «ai 


Bundry Coeditore fhyol oe. Sania lee 1750 
POR MisccMNtGe ch te aceus scion. hetek 


Dundty Debtors’. fae. aceon es +. 400000 © 


EMREOUB ORG oo Stn, 8c oe kee etna 3000 
Te Sundry Debtors... si ..06 Gc kc 

Apreredea/e, West cho one es cakes x. _ 60 
_To Income iA Collector ......... 


Bada Debits: ace sie Gio es a Lieiee 600 
To Sundry: Debtors 5. Hoc..0 csc . 2s 

Debenture PremimcA/e. So? vce saNes 1000 
To Preliminary Epepenses Sodom oe 

Drofit ds boss AyG. 2 sass ore ede on oa 1596 


To Reserve for Doubtful Debts & 
Discount at LS eecackeetnn nMeate a tacagene 


Profit & Loss A/c. (Depreciation)..:. 15900 
To Freehold Property (24%) ..... 
», Leasehold Property (24%) .... 
So Machinery, dc6.(0 07) (ih. anes 
poe OOCW IMA TO OC \eicnssie sate e soe 


Broit Gr Oss24 Gir eeis ss eta se cy 3306/5 
Fo Income Tax Collector ......... 
For Tax at 1 /; in the £ on Taxable, 
Profit, 


P, & L. Appropriation A/c. ......... 23830 
To Diy. A/e. 24% Pref.Shs.(less tax) 
reteee Dias 64% Ordinary Shares 
xo treo: 64% Deferred Shares 
Being the aggregate amount of 
Divs.. voted by Shareholders at 
General Meeting held this day. 


P. & L. Appropriation A/e. ......... 4000 
To Preliminary Expenses A/c. .... 
Being the amount transferred to 
extinguish the latter a/e. by resolu- 
tion of General Meeting held this 
day. — 

P. & L. Appropriation A/c. ......... 3000 
To Reserve Fund A/e............. 
Being the amount transferred to 
latter a/c. by resolution of General 

_ Meeting held this day. 


£250000 
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NICOTINE, LIMITED, 81st December, 1914, 


g. 
s 
Trial Balance of Model Totals. aE SINROGS P| 
Company Exercise. | Dr. Gr. Dr. Gr. 2 
by 
Preference Share Cap. A/c. 4,000 j 200,000 196,000 
Ordinary Share Cap. A/c... 5,000 200,000 - 195,000 
Deferred Share Cap. Cas ' 100,000 100,000 — 
Debenture Stock Ajc.... 50,000 50,000 — 
Debenture Premium Alc. 1,000 1,000 — 
ANS easier ee ¢ 831,600/2/6 | 568,277/12/6 263,322/10/- | 
W. Nicotine (Purchase A/c.) 502,783/6/8 | 502,783/6/8 | 
Freehold Tobacco Factory.. 2,000 2,000 5 
Leasehold Tobacco Factory 6,000 6,000 ap 
Machinery, Fixtures & Plant 70,000 70,000 § 
Trading A/c. (Stock) ... 210,000 210,000 : 
Goodwitl A /Chacs a. aeicee ass 122,000 122,000 Z 
Purchases A/Ci ssi seeve sane 250,000 250,000 — : 
ales "A /Ceoawese nes Sei 400,000 400,000 — 
Income Tax Collector...... 100 100 : 
Sundry Debtors .....;.... 490,000 383,600. 106,400 2 
Sundry Creditors..........|] 356,750 483,000 126,250 
Calls in Arrear..... FST 2,325 2,325 3 
Forfeited Shares Ajc....... 2,250 9,000 6,750 — 
Interest A/c. (Vendor) 2,783/6/8 2,783/6/8 ; 
Interest on Debentures A/c. 2,000 ' ; 
Interest on Calls in Advance 14/5/10 14/5/10 
Interest on Calls in Arreare., 75 75 
Discount Aiclacamoceonn lege 3,000 1,750 1,250 ; 
Bad Debts ‘Aje. 3. .02.. 600 600 : 
Preliminary Expenses A. Gan 5,000 5,000 
Registration Fee A/c....... /2/6 /2/6 
Dividend Ajc. ............ 14,980 14,980 4 
ERODUSTA CL eoroea svete aise 100 100 
Directors’ Fees A/c. ...... 1,000 1,000 
Wi ESHAV Gone ea See: 6,000 6,000 
CartiagerA/es—.Son8. nce 1,500 1,500 
Packing Materials A/c. ... 2,000 2,000 
WAATIOSVATC etic cst fae ca 5. 2,000 2,000 
Trade Expenses SAS Gatistero tate 450 450 
Office Expenses INOS Teese 500 500 
Repairs: Ay omastoaclocsntte: 1,200 1,200 
Insurance: A/c. ss .ehece. 350 350 
Rates and Taxes N/Caskterere 400 400 
Gas, Fuel, &c., A Co Renate 500 500 
Law Charges A/c. ........ 700 700 
P. & L, (Appropriation A[c.) 14,980 14,980 
£||2,914,666/1/8 2,914,666/1/8 1,075,275/2/6 


1,075,275/2/6 
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‘CASH. 


Dr. ae 
1914, Pref. Ordy. Bank. | 
Jan, 4. ToJ.Heaps(Application)£2500 .. £1250 .. £3750 - - 
: »,_George Parker .... 1000 .. _ 500 1500 - - 
» David Eaves..... + 2500-,..—5000. 4 -= 7500=- = 
,, John Whitehead .. 5000 .. 6250... 11250 - - 
59 10) OOS WAL antes saree 1000 =. 1250-2 *2250 == 
», George McAdam .. 3000 .. 1500 .. ‘4500 - - 
» Fred Harris ...... 12500 .. 10000 .. 22500 - - 
», Albert Bowler .... 6250 7500-5... 13750 =~ 
», Charles Spencer... 3750 2500 Sac==s0 250 ee 
», Edwin Wilson-.... 12500 .. 25000 .. 37500 °- - 
», Ernest Bailey . 15000 .. 12500 .. 27500 - - 
» Beckett & Co. .... . Z 2500 .- -- 
» 9% 4, J.Heaps(Allotment) 5000 2500... 7500. = < 
», George Parker . 2000=- =" 10005..2- 3000 == 
- », David Eaves...... 5000 .. 10000 .. 15000 - - 
», John Whitehead .. 10000 .. 10250 .. 20250 - - 
3 L DOC OWifbe. «oko ah 2000 2500 .. 4500 - - 
», George McAdam .. 6000 3000 .. 9000 - - 
» Ered Harris .+.... 25000-.. -+ 25000 - - 
», Albert Bowler .... 12500 .. 15000 .. 27500 - - 
», Charles Spencer 1000 >... 50005322 12500* - 
3, Edwin Wilson . 2600 .. 12500 .. 15000 - - 
» Ernest Bailey .... 7500... 21250 .. 28750 --- 
», Beckett & Co. .... 48500 - - 
Feb.28. ,, J. Heaps (1st Call). 1250 625°. 187 a= 
», George Parker .... 500 ZoUSor 730 5s = 
», David Eaves...... 1250 25005. 3750 
», John Whitehead .. 2500 2150-45 0200s een 
» George McAdam .. 1500 TOO Pia 220 nore 
» Ered Harris ..... . 6250 ead 0200. 
», Albert Bowler:.... 3125 3750... 6875 - - 
», Charles Spencer 1875 "1250.25 3126 = = 
» Edwin Wilson .. 2500 :. 6250 :. 8750 -~- 
», Ernest Bailey .... 3750 .. 65625 .. 9375 se 
Apl. 30. ,, J. Heaps (2nd Call) -1250 . 625 -2.> 1876 -oes 
» George Parker .... 500 . oO Oseate 7130S 
» David Haves...... 12505 ~.>- 250052 > -8750=-e 
»» John Whitehead .. 2500 .. 2750°.. 5250 - - 
», Pred Harris ...... 6250 .. 7 -0250=us 
», Albert Bowler ... 3125... 3750-2. ~ 6875. - 
», Charles Spencer T8765. pa 2005s Shoes 
», Edwin Wilson .... 2500 .. 6250 .. 8750 - 
» Ernest Bailey .. 3750 .. 5625 . 9375 
May 2. _ ,, Registration Fee .. Post above to aie 
Dec.31. _,, Sundry Debtors Share Ledger. 380000 
» 31. ,, Sundry Rents . 100 


£831600 
—===— 


- BOOK. 


Cr. 


= 1914, Bank, 
Jan. 9. By F. Harris he take se money retd.) £5000 - - 
_ Apl 30.  ,, Interest A/c. (Fred Harris for interest — 
. at the rate of 5% per ann. on £625, 
a being cash paid in advance from Jan. 
- 6 to Feb. 28, 53 days=£4 109; and 
a from Jan. 6 to April 30, 114 days= 
s £9 15 1; the former sum being the 
= interest due up to the date of first 
z call, and the latter sum being the 
% interest due up to the date of the 
=> Beeond Call) wis. wes coe we ans 14 510 
3» Walter Nicotine (Berbhese Aje.) ... 169783 
» Preliminary Expenses A/e. ........ 5000 - 
 June30 » Int. A/e, (4 yrs. on Debenture)lesstax 950 - 
os ’ ,; Dividend A/c. Int. Div, on Pref.Shs. 4655 « 
as a3 Ditto : Ordy. ,, 6825 
4 Sy et Ditto : Defd. ,,. 3500 - 
Deo, 20. -.“Int. A/e. (4 yrs. on Debentures)lesstax 950 - 
Re UCL VE COR GUIEOTSs ig es 5-4 0 nal 8 a -- 0895000 - 
ns wectore Nees <2. 3 65. bpe oie 0 ws 1000. - 
a WB Bigin at otis sees ons oF SMS AA CS 6000 - 
Carriage. Se Oe Ser be ere 1500 - 
» Packing Mateus eee non ay a 2000 - 
ya OLARIOS SS cine 55. «cei niatane “Rpts este aioe 2000 - 
> Sundry Trade Expenses ...... aoe 450 - 
ey (OUMCOAEXPODSER.. oiore o.oo vis sicke wile 6007s 500 - 
Ben VOMISUES a P tae a wile dia sii ie wintasa wore roves 1200 - 
REPEINESE AICO. seco cccse eos covevarsiainda''n soeverese 350 - 
5, states and Taxes . 05 ssc cece ess 400 - 
pass et Wel). BC, nti oo ~ a 500 - 
ys Law Charges... ..ccccsecesrccccs’ 700 - 
Ba POLOMCE Sarge ae ole wisne esse ORE Sl ores olf. 263322 10 
ste = 
ore 
- s 
--£831600 2 6 


Cte en ee Te On A Deh js WMS eT We Tmt eal fe Pas yin cy ko.) 


NICOTINE, LIMITED. ee: 


Dr. Trading A/c. for the year ended 3lst December, 1914. Cr. — 
£ £ hee eS ee 
To Stock, 1st January, 1914 210000 By Sales. 3.0203 a loletaeete -..- 400000 
gy PULCDASES tr stevavie tinier 250000 » STOCK, 31st December 150000 
460000 ; : - 
si Carriage. shtaseen feed : 
» Packing Materials ...... 2000 a 
SSS VAG OS Sars lavoro aca terece toner re 6000 a as 
9500 o 
» Gross Profit carried to Profit we 
Oss A OSS nhs 80500 : 
£550000 £550000 
Profit & Less A/c. 
Dr. - for the year ended 31st December, 1914. - Cr. 
% i 
oe eg £ 
PPO: SSIATICS ©.c5 cis: icishanree sss ote 2000 | By Gross Profit from : 
» Trade Hxpenses ........... 450 Trading A/e. ........- 80E00 
», Office Expenses ........... 500 », Discount ..... lela eseegeet ote 1750 
sR REDAITS Ny saiets a che see Sree 1200 ‘3 a 
35, LUIBUTANCC A ets eite. dee oars 350 ae 
>) Rates and Taxes |... 12.21! 400 . ze 
9» has, uel Gels vita ace 500 Se 
»» Law Charges ............. 700 , Se 
59 DIscoUntsEat. nook awecel £3000 : ee 
99 Bad Debts *. 0b. .c cee c sce va 
» Reserve for Doubtful Debts ws 
and Discount ........... a 
‘ 5196 4 
i ay indetle sod Aaa 15900 ee 
» BALANCE carried down foie 55054" | i 
: £82250 i £52250 
F Sues dps aed: £7 8) dsm 
To Int. on Debentures 2000 - - By Balance brought down 55054 -- 
s» Int. paid Vendor..2783 6 8 » Interest on Calls in 
» Int. on Calls paid : ; AINOAT) Weieteise ae OA yrec 
inadvance .... 14 510 3 Rents received. ..... - 100 == 
4797 12 6 » Registration Fee .... -26 


” 


Inc. Tax on Profits 3406 5 - 


LessTax onDeb.Int. 100 — - (eee 
== 380605 5 os 
Directors’ Fees ... 1000 - - pee 
Net Profit carriedto ~~ ee 
Appropriation Aje. 46125 5 — ae 
£55229 2 6 £55220 2 6 


oe" 


Th 469 


Dr. ee Appropriation of Profit A/c. Cr. 


To Interim Dividends paid:— 
24% on £196000 Pref. Shares. £4900 


HIESS: NAGA cpus sus seensttennansenas = 245 
—— 4655 - 
34% on £195000 Ordy. Shares 6825 - 
% on £100000 Defd. Shares 3500 - 
», Further dividend proposed : 
24% on £196000 Pref. Shares. £4900 
Egss Taxnxp2 ateeccreeent 245 
, — 4655 - 
64% on £195000 Ordy. Shares 12675 - 
°% on £100000 Defd. Shares 6500 - 
Prelim, Exs. extinguished ... 4000 - 
yy Reserve Fund  .....ccecessccseeeee 8000 - 
*, Balance carried forward........ B15 5 
£46125 5 


By Net Profit from P. & L. , 
AO recessctyenses Raberaraunstursiates 46125 5 


£46125 6 
————— 


‘BALANCE SHEET of NICOTINE, LIMITED, 


Made up to the 31st December, 1914. 


¥ Capital and Liabilities. 

Nominal or Registered Capital, viz. :— £ os. 
20000 5% Pref. Shares of £10 each 200000 - 
20000 7% Ordy. Shares of £10 each 200000 - 

10000 Deferred Shares of £10 each 100000 - 


50000 £500000 - 
SS 


Subscribed and parey Capital, viz.: « 


20000 5% Pref. Shares...... £200000 - 
Deduct 400 Shares forfeited 4000 - 
£196000 - 
Deduct Calls in arrear ...... 1500 - 
» ——— 194500 - 
20000 7% Ordy. Shares ...... 200000 - 
Deduct 500 Shares forfeited 5000 - 
£195000 - 
Deduct Calls in arrear ...... 750° - 
————— 194250 - 
10000 Defd. Shares, fully paid 100000 - 
Mortgage Debenture Stock, 4% 50000 - 
Reserves :— 
Forfeited Shares A/c, ... 6750 - 
Liabilities :— 
Sundry Creditors ......... 126250 - 
Pncomte: Lax ..cc.sssececcnares 3406 5 
Profit & Loss A/c., Balance ... 46125 5 
Less Interim Dividends paid on :— 
Preference Shares £4655 
Ordinary Shares... 6825 
Deferred Shares ... 3500 
—— 14980 - 
——— 31145 5 


£706301 10 
ar 


Property and Assets. £ os: 


Immovable Property, 
Freehold S iaeeded 


EA GEOL Y. aes oc aieoctbiack te 2000 
Less Depreciation 24% 650 
Leasehold Tobacco ao 
ACEOLY. ceeces cvensnavects 6000 
Less Depreciation 24% 150 
— 5850 » 
Movable Property. 
Machinery, Fixtures, 
OCC  aneqastssivaneagereacns es 70000 
Less Depreciation 5% 3500 
f : — 66500 - 
Stock-in-Trade ...c.s.s.008 150000 - 
Debts. 
Sundry Debtors... 106400 
Less Reserve for 
Doubtful. Debts and 
. Discount 1$% .......6 1596 
—104804 + 
Interest on Calls in 
ASL OAL cntscndsanscevscnkes 75 + 
Cash at Bank  ..........000 963322 10 
Goodwill AJc. ...cceveres 122000 
Less Depreciation 10% 12200 
—109800 - 
Preliminary Expenses 
PRI Coenen etaravaccbisasa veut 
Less Debenture Prem- | — 
ium A/c. transferred 1000 
pa A000, 
£706301 10 


_— 


399. INCREASE of CAPITAL. A company limited 


by shares may, if authorised by its Articles, increase its 
‘nominal capital by the issue of new shares of such 
amount as it thinks expedient. Where a Company has 
power in its Articles to increase its capital without a 
special resolution it is unnecessary to do more than 
pass an ordinary resolution ; but in any case notice must 
be given to the Registrar of Companies within 15 days 
after the date of passing the ordinary resolution or con- 


firming the special resolution. If the original Articles _ 


do not authorise such an increase they should first be 
- altered by a special resolution, and then the increase can 
be made in accordance with the terms of the special 
resolution, but the operation is not invalid if the two acts 
are done by a single special resolution. At one time 
when fresh capital was required for a company whose 
affairs were not in a flourishing condition, it was 
common to issue new shares at a discount ; that is to 
say, a share credited as fully paid was issued in con- 


sideration of the payment of a less sum than the nominal — 


amount of the share. It has, however, been decided by 


the House of Lords that this cannot be done, and a_ 


shareholder taking shares upon those terms is, in the 
event of a winding up, liable to pay the balance unpaid, 
notwithstanding any contract made with the company. 
Shares may, however, be offered at.a premium, which 
should be carried to the credit of the Reserve Fund, 
although there is no absolute rule that this should be 
done. Itis not uncommon, when an additional issue of 
shares is made, to secure the success of the issue by 
getting it underwritten. The records to be made in the 
books on the increase of capital are similar to those 
made on the issue of capital in a new company, a 
shown in the Model Exercise. , 


400. BONUS SHARES. It is sometimes the good 
fortune of a Company to experience a succession of 
prosperous years, the profits enabling the directors not 
only to pay a continuously increasing dividend, but also 
to build up a large General Reserve. While it may be 
advisable to retain a portion of the amount represented 


Daeg aed fey niente aia ae 


by the Reserve as Working Capital, there is no reason 


why the shareholders should not apply a part of the 
Reserve to the issue of free or Bonus Shares, and thus 
reap the special advantage offered by the capitalisation 
of the Reserve. The market price of the shares of such 
a Company will generally be at a premium, and it will be 
for the shareholders to decide whether the Bonus Shares 
to be issued shall be at par or. at a premium. If at 


_ par, the Journal entries would be as shown below, 
- where the Capital was £500,000 in £1 Shares, and it 


was decided to distribute a bonus of 25% out of the 
Reserve by the issue of one fully paid Share for each 
four Shares held. 


General Reserve A/c. ..-.+esseeeee- Dr. £125000 
ePOSBONUS A/C. oa scar cece en cen ers £125000 
Being Bonus of 25% payable out of the 
General Reserve A/e.. in fully paid 
Shares as per Resolution of Share- 
holders dated 18th December, 1914. : 
Bows Aloe stage Remon amen Dr £125000 
To Ordinary Share Capital A/c. .... £126008 
Being issue of 125000 Shares of £1 each 
fully paid in payment of Bonus at the 
rate of one Share for every four held. 


401. In view of the fact, however, that such an 
Increase of Gapital would necessitate the payment of a 


_ dividend on £625,000, instead of on £500,000, it would 


not generally be considered sound finance to issue such 
free Shares at par, for unless the net profits continued to 
increase it might prove disadvantageous to the Com- 
pany, as well as subsequent shareholders. It would, 
therefore, be more prudent to issue the Shares at a pre- 
mium, thereby retaining in the business, as working 


capital, the amount of the bonus represented by the 


premium, upon which no dividends would, of course, be 
required to be paid. For example, where a Company 
with a Capital of £500,000, in fully paid £1 Shares, the 
market price of which was £3, decide to distribute a 
Bonus out of the Reserve atthe rate of 25%, payable in 
fully paid-up Shares, at a premium of £1, the record in 
the Journal would be as follows —= 


x c 
3 
4 
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General Reserve A/c. ......++++++++Dr. £125000 
To Bonus A/c, ......cc0++0s eaareleeeds £125000 
Being Bonus at the rate of 25% on 500000 
Shares of £1 each, as per Resolution 
dated 18th December, 1914. 


Bonus Aje. ......6-. Raptor acu oot Dr. £125000 
To Ordinary Share Capital A/c. ..,. £62500 
5, Share Premium A/c. ......-... : £62500 


Being payment of Bonus on the issue of 
62500 Shares of £1 each, fully paid, 
at a premium of £1 per Share, as per 
Resolution dated 18th December, 1914. 


402. When the Share Capital of a successful com-— 


pany is not fully paid it would be a wise policy for the 
directors to make a Gall and to recommend the share- 
holders to apply the Bonus in discharge of the Call. 
Presuming that a company, with a Nominal Capital of 
£50,000, in £1 Shares, 17/6 paid, declare a bonus of 
124% on the Nominal Capital, with the object of 
making the Shares fully paid, the record in the Journal 
would be as follows :— 


PinalcCallvA cmc se cko etre seinen Dr. £6250 
To Ordinary Share Capital A/c. .... £6250 
Being a Call.of 2/6 per share on 50000 
shares, as per Resolution of the Direc- 
tors, dated 18th December, 1914. 


General Reserve A/c. .3...........- Dr. £6250 


MoM omiiseAY/ Giteiere scetvinie oper one caere. ieee £6250 _ 


Being Bonus of 2/6 per share on 50000 
shares payable out of the Reserve A/c. 
as per Resolution, dated 18th Decem- 
ber, 1914. 


OMS AL Cn a erarstecenessmi te stoke viscercete ster ots Dr £6250 


To: FinaliCall Ayereir os. ie:s)etsialencelersy> £6260 


Being application of Bonus of 2/6 per 
share on 50000 shares to payment of 
Call, as per Resolution, dated 18th 
December, 1914. ® 


403. REDUCTION of CAPITAL. A _ company 
limited by shares may, by special resolution, reduce its 
capital specified in the Memorandum, if authorised to do 
so by its regulations as originally framed, or as altered 
by special resolution ; but the resolution authorising the 


reduction does not come into effect until the reduction is 
confirmed by the Court and registered. ‘After the date 
of the passing of the resolution the company must add 
_the words and Reduced to its name until such date as © 
the Court may fix. The addition of these words to the 

» name of the Company acts as a warning to the public of 

its financial position. But where the reduction does not 

involve the diminution of any liability in respect of un- 

paid capital, or the payment to the shareholders of any 

paid up capital, the Court may dispense with the words 
and Reduced. The Capital may be reduced in various 

ways :—(1) By reducing the Shareholders’ liability by 

writing off uncalled capital; (2) By cancelling lost 

capital; (3) By paying back capital in excess of the 

wants of the company; (4) By cancelling shares which 

have never been issued ; (5) By returning accumulated 

profits in reduction of paid capital. In the two latter | 
cases the sanction of the Court is not required. The 
principal occasion for the reduction of capital arises in 
connection with the writing off of ascertained losses, 
i.e., a debit of the Profit & Loss A/c. For example, 
suppose there is a debit of £50,000 in the Profit & Loss. 
AJc., brought about by losses over a series of years, it 
may be considered necessary to reduce the capital, in 
which case the Share Capital A/c. would be debited and 
the Profit & Loss A/c. credited thus :— 


Share Capital Ajc. Dr. 
To Profit & Loss Afc. 


(Being in reduction of the Capital of the Company as per 
Resolution of the’sharcholders passed ata general meeting held 
on the 26th June, 1914, and confirmed by the Court under Order 
dated 26th July, 1914, sanctioning a reduction of £50,000 on the 
share capital.) 

A similar entry would be required where it was 
decided to cancel or reduce any particular property 
appearing among the assets, such as Patents or Good- 
will, when the Share Capital would be debited and the 
particular Property a/c. credited. The alteration in the 
Share Ledger may be carried out by marking each page 
with coloured ink or using a rubber stamp briefly 
stating the resolution, 


CF 


404. RECONSTRUCTION is a term usually applied 
to a scheme for the purpose of re-organising a. Joint 
_ Stock Company, by the winding up of the old company 
and the creation of a new company, specially incorpor- 


ated for the purpose. The objects ofa reconstruction — 


are usually, (1) to raise fresh capital by issuing partly 
paid shares in the new company, in exchange for fully 
paid shares in the old company, and calling up the bal- 
ance on the new shares as and when required: (2) for 
amalgamating two or more companies; (8) for taking 


new powers in the Memorandum or changing the domi- 
cile of the company ; (4) for re-arranging the capital of _ 


‘the old company, and the rights of the shareholders 
between themselves ; (5) for effecting compromises with 
creditors by inducing them to take shares or debentures 
in settlement of their claims ; (6) for giving to members 
two or more shares for every share already held by them 
in the case of prosperous companies. 


405. If any shareholder who has not voted for the 
special resolution at either of the meetings expresses his 


dissent from the resolution in writing, not later than _ 
seven days after the date of holding the confirmatory ~ 
meeting, he may_require the liquidator either not to _ 


carry out the scheme, or to purchase his interest at a 
price which, if not settled by agreement, must be 
determined by arbitration. The greatest difficulty, 


therefore, in a reconstruction is often that of finding - 


money to pay out dissentient shareholders, where the 
shares of the new company are not marketable. There 
is, however, no way of avoiding the obligation to pay 
out such dissentient members, as they cannot be com- 
pelled to take shares in the new company. Sometimes, 
with a view to raise more money, an arrangement is 
made for holders of fully paid shares in the old company 
to accept shares which are not fully paid in the new, 
with the result of generally increasing the number of 
dissentient shareholders. .A shareholder who has not 
dissented cannot, however, be compelled to take shares 
having a liability, and if he refuses the new shares he 
loses all interest in the company, and is not liable for 


oa 


any calls on the new shares. In a case where there is. a 
liability on the new shares, a time should be fixed within 
which shareholders must elect whether they will take 
the new shares, and any not taken up will then be at the 
disposal of the cld company or its liquidator; or the 
scheme may provide that the shares not taken up shall 
be at the disposal of the new company, or that the con- 
_ sideration shall be reduced by the amount of the shares 
unapplied for after the expiration of the period named ; 
but the new company and the liquidator have no power 
to issue the partly paid shares to members of the old 
company who have failed to apply in time.. Reasonable 
time must be given, and it must extend to a date beyond 
the registration of the new company. The shares when 
not fully paid will be allotted direct to the shareholders, 
and not to the liquidator. The liquidator usually sends 
a notice to the members of the old company, enclosing a_. 
form of application to be sent to the new company. 
This application, if sent in, is only an offer to take the 
shares, and may be withdrawn before it is accepted by 
the new company. It is not an acceptance of the offer 
by the new company so as to make the applicant a 
member forthwith. Where the new company considers 
that it is an advantage to have as many as possible of 
the partly paid shares issued, the liquidator shall be 
empowered to sell shares not applied for, and, as far as 
possible, should sell them. The proceeds of such a sale 
will belong to the members of the old company who 
have neither accepted shares in the new company nor 
dissented, for the other members have already received ~ 
their porportion of the purchase consideration. The 
liquidator will nominate the purchasers of the shares to 
receive an allotment of the number they have bought 
eredited as partly paid 


406. In closing the books of the old or vendor com- 
pany the entries have much in common with the corres- 
ponding entries in the case of a partnership that is 
completely wound up ; the principal variation being in 
the return to the shareholders of fully or partly paid-up 
shares in the new company. So far as the new or 


oy 
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purchasing company is concerned the procedure in no 
way differs from that of any ordinary company 
acquiring a going concern. 

Example 1. The Coventry Motor Co , Ltd., go into voluntary 
liquidation on 31st December, 1914, the Assets being : Property, 
£30000; Machinery & Plant, £2400; Liabilities: Sundry 
Creditors, £5000; and Fully Paid-up Capital, £40000. The 
Assets are sold on Ist March, 1911, to a company newly incor- 
porated for the purpose for £20000, payable in shares of the new 
company of £1 each, credited with 16/8 per share paid and 
€6000 in cash, which amount discharges the Sundry Creditors 
and Liquidation Expenses Close the books of the old company 
and show the opening entries of the new company, as follows :— 


Balance Sheet of The Coventry Motor Co., Ltd., 


on 3lst December, 1914. . E 

Liabilities. , Assets. : J 

Share Capital .. £40000 SPrOPOTuy = sfawieiecomn cake eases £30000 
Sundry Creditors 5000 Machinery & Plant ...... 2400 3 
P.&1L.A/c., DEFICIENCY 12600 

£45000 £45000 

ie 


Journal, Closing Entries. 


Realisation Aje-.........e0-cese «.- Dr. £32400 : 
LoOsProperty, Ay Citas Gp ee seers he £30000 
» Machinery & Plant A/e. ........ 2400 
New:Company<03..0..5.50c50ssasene Dr. 26000 
To Realisation A/e. ..........0.50- 26000 
Realisation A/c... pss sck. colt coe as Dr. 1000 
To Liquidation Expenses A/e. ..... 1000 
Profit'& Loss Aje.. .... 0 «ss 6 oR: 7400 
To Realisation A/e. ...........0:- 7400 
Cash AjG2-. oon oa sit ec oe eae Dr. 6000 
Shares in New Company (24000 of £1 
each ,16/8 per Share paid) ........ Dr. 20000 
eLo-NewiCompaniyesn. cccmmaa cee 26000 
Sundry Creditors’.,......-c:asn. oe Dr. 5000 
Liquidation Expenses A/e. ......... as 1000 
LO Cash ease ene cee eee 6000 
Capital A/c. ....... Sao cone eeieees Dri. 20000 
To Profit & Loss A/e. ........eeeee 20000 
Capital A/c. ...... slaleitere wale nae eee Dr. 20000 
To Shares in New Company..... Goes 20000 
Being a distribution at the rate of 
Shares in New Company (16/8 per 
share paid up) for each 5 Shares held 
in the Coventry Motor Co., Ltd. q 
M, m ‘: 


Maton Ue. Ttdi ese. vues cen we ‘ £26000 
Liquidator of Coventry Motor Co., j 
Merete eae DOES corel. oe oon x Dr. 26000 
BES COMI AIG: oo tonic eee ee oe * 6000 


» Share Cap. A/e. (24000 Shares 
of £1 each, issued with 16/8 per 
Share paid up, as per contract 
dated 1st March, 1915, adopted 
15th March, 1915, filed 17th : 
Daweh LOL Gee cee wate eae ; 2 20000 


Example 2. The Imperial Aeroplane Co., Ltd., has a Capital 
of 10000 £1 Shares fully paid, the amount due to Creditors being 
£5300, and the Dr. Balances being as follows :—Cash, £30 f 
Formation Expenses, £360 ; Sundry Debtors, £900 ; Stock, £2000 is 
Patents, £9600; P. & L. A/c., £2410. The Company goes into 
liquidation, and a newly incorporated company—The New 
Imperial Aeroplane Co., Ltd —with a Capital of £20000, takes 
over the Liabilities and Assets (at book value, except Patent 
Rights) of the old Company. The Creditors are discharged by 
the new Company, as follows:—(1) Preferential, paid in full, 
£100; (2) Unsecured, paid by cash composition of 10/- in &, 
£2680; (3) Unsecured, paid by issue 74% Debentures fully paid 
and a bonus of 10%, £2520; (4) 10000 Shares of £1 each, 10/- - 
paid up, to be issued to the shareholders in the old Company, 
payable 5/- on Application and 5/- on Allotment. (5) Liquida- 
tion Expenses—£50—to be paid by the new Company as part of 
the purchase money. 


Close the books of the old Company. Show the opening entries 
in the books of the new Company and prepare a Balance Sheet ; 
taking for granted that all the shares and debentures have been 
allotted and all cash in respect thereof duly received. 


Journal of the Imperial Aeroplane Co., Ltd. 


Realisation A/G. s-.ayelees creates 2es,. Dr. £15300 
_To,Sundry Debit Balances ........ £15300 
(Being debit balances transferred.) 
The New Imperial Aeroplane Co., Ltd., Dr. 252 : 
Ho sundry Creditors: rei oe ses 252 


(Being Bonus of 10% on £2520, payable 
in 73% Debentures, fully paid, as per 
agreement.) 
The New imperial Aeroplane Co , Ltd. Dr. 9010 
To Realisation A/c, ...ceccevceces 9010 


"A 


ie 


Being purchase ‘consideration payable — 


under scheme as follows :— 
10000 Shares at £1 each 10/- 
paid up, to be issued to 
Shareholders ...........- £5000 
. £2520 74% Debentures fully 
paid, to be issued to Credi- —~ 


tors in part payment ..... £2520 ~ 


Cash to Creditors in part 
payment of Unsecured~ 
Creditors: ...0.2= eet £1440 

Cash for Liquidation Expenses 50 


£9010 
ose 
Realisation A/c. 1.6... cee cence ene Dr. 
TPosCash (AC wer cee teste aren 
(Being payment of Liquidation Expenses) 
Shares A/c.—10000 Shares of £1 each, 
== on oLnG bis) aesean oc od acts ars Dr. 
Debentures A/¢e.—£2772 73% \ 


Debentures. .2icatte nals w sie aide Dr. * 


Cash Ajlosmcicecerene Bret sicko Dr. 
To the New Imperial Aeroplane Co., Ltd. 
(Being Assets handed over by the New 
Imperial Aeroplane Co., Ltd., to 
Liquidator in settlement of Purchase 
consideration. ) = 
Sundry Creditors ........... 12 baie 
To: Debenture Aja oes sou stemciee 
Se Cast wAy Cis sti ors tate) ccoesbetere aerate 
», Realisation A/c. ...... Pasties 
(Being discharge of amounts due to 
Sundry Creditors as per agreement 
and transfer of balance to Realisation 
A/c.) 
Sundry Shareholders’ A/e. .......... Dr. 
To Realisation A/e. .............. 
(Being loss on Realisation.) 
Share Capital Aje. vt TT. Ses OEE 
To Sundry Shareholders’ A/e. ...... 
(Being Share Capital transferred.) 
Sundry Shareholders’ A/e>........07 Dr. 
To Shares A/c. ......000% Ae we 


(Being issue of 10000 Shares of £1 each 
10/- paid up, in the New Imperial 
Aeroplane Co., Ltd., in exchange for 
Shares in The Imperial Aeroplane 
Co., Ltd.) 


5552 


5000 


10000 


a 


5000 


9262 — 


2772 
1440 
1340 


5000 
10000 


5000 


c ‘ Tile _— 
oe, Ledger of The Imperial Aeroplane Co., Ltd. 
= jee Realisation A/c. Cr. 
} , ‘ £ 3 
To Sundries ....... + 15300 | By New Imperial Aero- 
of 1, Cash (Expenses) .. 50 plane Co., Ltd... 9010 


», Sundry Creditors .. 1340 
1, Shareholders’ A/c. 


- (LOSS) anscase o 5000 

£15350 3 £15350 
- a % = — 
4 Dr. | The New Imperial Aeroplane Co., Ltd. Cr, 
~_ j i Ee fs j s ~ £ : 
_ To Sundry Creditors By Sundries .......... 9262 
™ (10% Bonus).... 252 


» Realisation Ajc..... 9010 


£9262 £9262 
Dr. Sundry Creditors. Cr. 


£& . 
To Debentures........ 2772 


= 


By Balance .....eseee8- 5800 


Fe OSD yiisc nie Seer ne 1440 -,, New Imperial Aero- 
+ Realisation A/c..... 1340 plane Co., Ltd. 2+ 252 
= = £5552 £5552 
Dr. Sundry Shareholders. Cr. 
£ 
To Realisation Ajc. By Share Capital A/c... 10000 
(ESOSS) wees oreo teloictee 5000 : 
iD RAL ASG si waivasee 5000 
£10000 £10000 
Dr. Cash A/c. Cr. 
Seas ee eee 


- To New Imperial Aero- 
plane Co., Lid... 1490 


By Sundry Creditors.... 1440 
,, Liquidation Expenses 50 


SS ee ee ae ee 


: 
é Patents ny Caractesnuslelcreiere cictnneiehenetstacats pp Bieees Ry F 
Sundry Debtors. ...-25. sche see ces sees 3 900 ; 
Ri htr) aoe YC Ridini IC Inte oti oO omboroan >» 2000 F 
CashsAy/Cipsaete wise oiensiaanetete abe Gm oe 145 Ar 30. F 
in! To Vendor Company 4... se.e. cer es seen £9262 
;: (Being assets taken over in accordance with 
scheme of Re-construction.) : 
Vendor Company (s+. c-ay 3 stan poet Dr. 9262 
To Share Capital A/c. 10000 shares of £1 : : 
each, 10/Spaid up ..........:.5+.<- 5000 
§, DODENbULC ST. vorcea i otn eres or sso elaeats tera 2772 | 
gp COBBNRCA [am tnt orate sins otseeraie aiel sleysteme 4) Net tec 1490 
=e (Being Shares and Debentures issued and Cash ; 
: paid in settlement of purchase consideration.) ; 
Application & Allotment A/c. ..........4. Dr. 5000 ~ F 
7 ‘To Share:Capital: A/G. Sicc kre ctsions 0/0 shel os aps > 
(Being 5/- per share payable on application and a 
'5/- on allotment of 10000 Shares issued.) ‘ 
The New Imperial Aeroplane Co., Ltd. : . 
Dr. ; Cash A/e. . “Oreo eae 
e £ z £4 
To Vendor Company. 30 By Vendor Company 1490 
» Application and ; » Balance c/f...... 3540 
Allotment .... 5000 ae 
£5030 £5030 
BALANCE SHEET. 
Capital & Liabilities. -___ Assets. | 
NOMINAL CAPITAL— Patents... .2..%. - 6332 
20000 Shares of £1 each £20000 Sundry Debtors .. 900 
SS SENSES SOTA BENE SE SOIR ERATE Stockio..... entcite 2000 
ISSUED & PAID-UP CAPITAL— } Cash............ 3540 
10000 Shares of £1 each 
fully Pardon eece i. « oes £10000 
74% Debentures ...... 2772 
£12772 £12772 


. si sees = 7 7s ae 
48] 


407. An ABSORPTION in the financial world {s the 
buying up of the business of one limited company by 
another, the object generally being to effect economy 
by way of the reduction of establishment charges and 
management expenses. The most important practical 
difference between a reconstruction and an absorption is 
that in the former the shareholders generally suffer a z 
loss, while in the latter there is usually a profit ; arising 3 
from, (1) the price paid for goodwill, when that item is 

in excess of the amount at which it stands in the books 

of the vendor company; (2) the fact that reserves 

provided by the vendor company need no longer be 

regarded as liabilities ; (3) the fact that the real value of 

- the shares received in payment of the purchase price is 

_in excess of their nominal value. 


j 


408. The Journal entries required to be made in 
connection with the transfer are almost identical with 
those necessitated- when closing the books of a partner- 
ship, in the case of dissolution, and may be summarised 
as follows :—(a) credit all accounts representing assets 
sold and debit Realisation A/c.; (b) debit accounts 
relating to liabilities, and credit Realisation A/c.; (e) 
debit absorbing or purchasing company’s A/c., and 
credit Realisation A/c. with the total amount of the 
purchase price; (d) credit absorbing or purchasing 
company’s account, and debit the respective accounts 
of assets for the items forming the purchase price, such 
as cash, shares, dc. ; (€) should any expenses be paid by 
the. vendor company, credit cash and debit Realisa- 
tion A/c.; (f) the difference of the Realisation A/c. , 
represents profit or loss, and should be carried to the 
Sundry Shareholders’ A/ce.; (g) the credit balances of 
the P. & L. A/c., Reserve A/c., &c., should be carried 
to the Sundry Shareholders’ A/c., also the balance of 
the Share Capital A/c. ; (h) debit Sundry Shareholders’ 
A/c. with the assets comprising the purchase price, 
when the distribution takes place, and credit the 
respective accounts of cash, shares in absorbing or 
purchasing company, &c. 

Q 


409. The Journal entries necessary when opening - 
the books of the absorbing or purchasing company 
are :—(a) debit the various assets acquired and credit 
the vendor company, also any liabilities taken over ; ()) 
debit the vendor company and credit Share Capital A/c. 
Cash, &c., representing the payment of the purchase 
price. 


Example. The following are the Balance Sheets, on 31st 
December, 1914, of the Alpha and Omega Companies, Ltd., 
respectively :— 


Alpha Co., Ltd. 


Capital & Liabilities. Assets. 


Capital, 6000 Shares, £5 Machinery & Plant, cost £22240 

each, fully paid...... £30000 | Sundry Debtors........ 6249 
sundry-Creditorsi teu. 10970") StOCK = aiwsqiensiaies soe LOOM 

(Castine cteentcca ears sere 129 

P. & L. Ajfc.; Balance ..— 2229 

£40270 ; £40270 

ae SS 

Omega Co., Ltd. 
Capital & Liabilities, Assets. 

Capital, 100000 Shares, Freehold Premises .... £22500 

£1 each, fully paid .. £100000 | Machinery & Plant .... 32659 

Sundry Creditors....,. 18129 | Sundry Debtors........ 24682 

IRESCLV Gaiters nec cee carat TOOOS|sStock- Os; see as SS eeeatere 38640 


P, & L. Aje.Balance ... 16440 | Cashin Bankandinhand 23088 


£141569 £141569 


—S es 


fe — 


It is agreed that the businesses shall be combined by the Omega 
Co., Ltd., purchasing the Alpha Co., Ltd., as on 31st December, 
1914, on the following basis :—(1) a dividend of 15% to the 
Shareholders of the Omega Co., Ltd., to be declared prior to the 
absorption ; (2) The Omega Co., Ltd. to take over the assets of 
the Alpha Co., Ltd., the consideration being :—(a) the payment 
of the liabilities of the Alpha Co., Ltd., (6) the payment. of the 
costs of absorption, (c) the issue to the Shareholders of the Alpha 
Co., Ltd., of seven fully-paid shares of £1 each in the Omega 
Co., Ltd., for every two fully-paid shares in the Alpha Co., Ltd. 
The costs of the absorption amounted to £1206. The floating 


assets of the Alpha Co., Ltd. were worth the values stated on the 
B/S. Draft the Journal entries. recording the purchase in the 
books of the Omega Co., Ltd., and set out the B/S. of the Omega 
Co., Litd., after the absorption as follows :— 


Journal of the Omega Co., Ltd. Dr. Cr. 
1914. £ 5 
Dee. 31. Profit & Loss A/c. .........0000s ..Dr. 15000 
te. Pavidend. A/G. sara hxc d cae ee ‘ 15000 
(Being dividend at 15% on 100000 Shares 
AEE OBEH): Hl ccceth laa eicle tb atorale walsieee 
Machinery & Plant ......... coosian Dr. 22240 
Sundry Debtors ie cassie s0icic eis estes s re 6249 
EOC! ceconiaienine ta 5 ove tae Recahece - 9423 
CaS eae ii sic ais «tints «as ties ROSAS eS See 129 
- To Liquidator of Alpha Co., Lid. .... 38041 
(For Sundry Assets taken over as per :; 
agreement). é , 
Liquidator of Alpha Co., Ltd. ...... Dr. 11476 : 
To Sundry Creditors .............+. 10270 
oat LCOSt GEA DSOrpliON. .°.. wa. «ace sie 1206 
(For Sundry Liabilities taken over.) 
Liquidator of Alpha Co., Ltd. ...... Dr. 21000 
To Share Capital A/c. ............. 21000 


(Being issue of 7 fully paid £1 Shares in 
Omega Co., Ltd., to every holder of 2 
fully paid £5 Shares in Alpha Co., Lid.) 
Liquidator of Alpha Co., Lid. ......Dr. 65565 
To Machinery & Plant ............. 5565 
(for surplus transferred to provide for 
Depreciation.) © 


SS 


Balance Sheet of Omega Co., Ltd., 
on 31st December, 1914. 


Capital and Liabilities. Assets. 
ISSUED & PAID-UP CAPITAL :— Freehold Premises............ 
121000 Shares of £2 each .....,... £121000 |. Machinery & Plant ......... 
SUNDRY CREDITORS :— DROCIE eirececeerttaces) ce 
On Open Accounts ...... £28399 Sundry Debtors ...... oe 
For Absorption Expenses 1206 Cash at Bank and in hand 23217 


» Dividend on 100000 
Shares declared be- 


fore absorption...... 15000 44605 
RESETVE — csseececescererecoueses 7000 
Profit & “Loss A/c, s.r 1440 | 
2174045 
2174045 


SO te Caer 


companies prior to amalgamation, followed by the combined 


410. The term AMALGAMATION is usedinrelation 
to Limited Companies, to express the combination into — 
one undertaking of two or more independent concerns. 
An Amalgamation differs from an Absorption in that 
instead of one existing company absorbing another, a 
newly incorporated company-takes over the business of 
two or more companies. It is usual for the new com- 
pany to take over the liabilities of the uniting compan- 
ies, and for fully paid shares in the new company to be 
issued to the shareholders in the uniting companies in 
proportion to their holdings and the relative value of 
their shares. Great care must be exercised in the 
valuation of the Assets of both companies, as, after 
deducting the total amount owing to Sundry Creditors 
from the total of the Assets in each case, the difference 
forms the basis for calculating the proportional number 
of shares to be allotted to the shareholders of the old 
companies by the new company, as shown below. 


a eee ee Te pe ea we ee ee ee ee 


Bruce & Co., Ltd. Sykes & Co., Ltd. 
Share Capital in £1 Shares .. £50000 ~ £160000 
Total Assets ........ Setaese £62000 “£186000 3 
Less Sundry Creditors .. 2000 6000 F 
£60000 £180000 - E 
ns See 5 
; 


The 240000 Shares of £1 each in the new company should be 
allotted to the shareholders of (1) Bruce & Co., Ltd., 6 new shares 
for every 5 old, £60000; (2) Sykes & Co., Ltd., 9 new shares for 
every 8 old, £180000. Below are the Balance Sheets of the two 


B/S. of the amalgamated concern. 


Pr. ae ee 


Balance Sheet of Bruce & Co., Ltd. 


; 
Capital and Liabilities. s Assets. ; 
Share Capital :—50000 Shares Leasehold Premises £20000 4 
-of £1 each, fully paid ....£50000 Machinery & Plant 9000 ; 
Sundry Creditors ......... 2000 | Patents.......... 6000 3 
Reserve Fund A/c. ........ 8000: )2Stock......0.. 0 14000 
Profit & Loss A/c., Balance 2000 Sundry Debtors .. 
Cash oe iss nes 
£62000 
Err 


Balance Sheet of Sykes & Co., Ltd. 
_ Capital and Liabilities. , 


Share Capital:—160000 Shares 

of £1 each, fully paid ...£160000 
Sundry Creditors ........ 6000 
Reserve Fund A/c. ....... 15000 
Profit & Loss A/c., Balance 5000 


£186000 


Assets. 
Leasehold Premises£60000 
Machinery & Plant 24000 
Patents.........; 20000 
Stock ..... OR GHIBG 30000 
Sundry Debtors .. 
Cash ............ 7000 


Balance Sheet of Bruce, Sykes & Co., Ltd. 


: - Capital and Liabilities. 
Share Capital:—240000 Shares 
of £1 each, fully paid ...£240000 


Assets. 
Leasehold Premises£80000 
Machinery & Plant: 33000 


+ Sundry Creditors ........ 8000 | Patents...... 2... 26000 
DHOCK Smee ce os 44000 

- _ | Sundry Debtors .. 57000 
Casha moe ee 8000 

: £248000 £248000 


Company Exercise 1. 


A Company was floated on Ist Jan. to take over the business of 
Black & Tan, the cap. to consist of 20000 6% Pref. Shs. of £1 
each, payable 5/- per share on application, 5/- per share on 
allotment, 10/- per share due on call 3 months after. 30000 Ord. 
Shs. of £1 each, of which 20000 were issued to the vendors in 
part payment of the purchase price of the business, the balance 
. to be offered to the public for £1,2 6 each payable 7/6 per share 
_ on application, 5/- on allotment, and 10/- three months after. 
There were also 100 4% Debentures of £100 each issued’, 50 of 
‘which were issued to the vendors in part payment of the pur- 
chase price of the business, payable £20 on application, £80 on 
allotment. The whole of the Pref. Shs. and the Debentures were 
applied for and allotted 10th Jan., and 11000 Ord. Shs. were 
_ applied for. Of the 1000 over applied for the application money 
for 500 was returned and the application money for the other 500 
was carried to.the Allotment A/c. The B/S. of Black & Tan on 
the 3lst December, was as follows :— 


Sundry Creditors ........ £8000 -— | Cashinhand ........... £41 16 
Capital A/cs. ...... e008. 33661 10 # Cashin Bank ........... 2620 - 
: Sundry Debtors ......... 9500 


sete ese s oes cree one 


Stock 
z Plant and Machinery .... 7000 
moi 1 


The new Company was to take over all the assets except cash 
in hand and at the Bank, and to take over all the liability to 
Creditors. The purchase price was agreed at £40000; £20000 in 
Ordinary Shares @ £1 each; £5000 in Debentures and £15000 in 
cash. The whole of the moneys due on the Shares and Deben-. 
tures was paid with the exception of the amount due on the Call 
A/c. on 500 Ordinary Shares, and these Shares were forfeited 
by resolution of the Directors. Make the necessary entries in 
the books of Black & Tan, Ltd., to record the above transactions 
and prepare a B/S. Key below. 


Key to Ex, 1. Journal of Black & Tan, Limited. 


Dr. Cr. 
Jan. 1. Pref. Share Application A/c. ....Dr. £5000 
To Preference Share Cap. A/c..... £5000 = 
Being amount due on application on 
- 20000 shares at 5/-per share. 
Ordinary Share Application A/e. Dr. 3750 
To Premium on Ordy. Share A/e. 1250 - 
», Ordinary Share Capital A/c. .. 2500 - 
Being amount due on application on 
10000 shares @ 7/6 per share. 
Ordinary Share Application A/e. Dr. 375 
To Allotment A/c. ........ eeestss - 187 10° 
» Sundry Applicants .......... 187 10 
Being amount over applied for on 1000 
shares at 7/6 each. 
Debenture Application A/e. ....Dr. 1000 
To Debenture A/c. .........000% 1000 - 
Being amount due on application on 
50 Debentures at £20 each. 


Jan. 10. Pref. Share Allotment A/c. ..... Dr. 5000 
To Preference Share Capital A/c. 5000 - 
Ordinary Share Allotment A/c. ..Dr. 2500 ; 
To Ordinary Share Capital A/c. .. 2500 - 
Debenture Allotment A/c. ...... Dr. 4000 
To Debenture A/e. ............. 4000 - 
Being amount due on allotment. 
Sundry Assets—Debtors ....... Dr. 9500 
Stock A/e....... » 12500 
Plant&Mchy.A/c. ,, 7000 


Premises A/c. .. ,, 10000 


Goodwill A/c. .. ,, 9000. ~ 
To-Black'& Lane asi sane ce 48000 —- 
Black & Tan ........ eiatarevecenerene Dr. 8000 
To Sundry Creditors ............ 8000 - 
Black & Tan 0... 6s. .s eee ce ..-Dr. 25000 ~ 
To Ordinary Share Capital A/c. 20000 - 


Apl. 10. Preference Share Call. A/e. ......Dr.£10000 


To Preference Share Capital A/c. £10000 - 
Ordinary Share Call A/c. .......Dr. 5000 
To Ordinary Share Capital A/c. .. 5000 = 


Being amount due on call. 
Ordinary Share Capital A/c..... “Dr. 500 

To Forfeited Shares A/c. ......\.. 500 - 
Being 500 shares forfeited by resolu- 

tion passed by the Directors this 


day. Number..to. 


the name of 
Forfeited Shares A/c.. 


.standing in 


wee. DP. 200 


To Ordinary Share Call A A/c. Sariete 256 ~ 
Being the amount due on shares 


forfeited as above. 


Dr. Gash Book of Black & Tan, Ltd. Cr. 


Jan. To Pref. Share Appn. A/c. £5000 — 
», Ordy Share Appn.A/c. 4125 —- 
3, Debenture Appn. A/e, 1000 — 
» Pref. Share Allot. A/e. 5000 — 
» Ordy.Share Alot. A/e. 2312 10 
>,» Debenture Allot. A/e 4000 —- 
3» Pref. Share Call A/c. 10000 —- 
» Ordy. Share Call A/e. 4750 .- 


3 £36187 10 | 


aS | 


Jan. By Sundry Applicants for 

Shares (Being amount 

returned on Shares over 
applied for) ......... £187 10 

» Black & Tan in part 

payment of purchase 


of business .......... 15000 —- 
ao, DAlANCE eae ee vee os 21000 — 
é £36187 10 
teres 


Balance Sheet of Black & Tan, Ltd. 


Liabilities. 
Nominal Registered Capital ....£50000 


Issued & Called-up Capital :— 
oo Pref. Shares of £1 


Tig) ie Aor Reha ee airs £20000 
30000 Ordy. Shares of 
£leach ......£30000 
Less 500Shares 

forfeited .... 500 29500 49500 
Debentures ........0.ses0eees 10000 
Premium on Shares 7:1) Paeririrae 4511) 
Forfeited Shares A/c. ...... 250 
Sundry Creditors .......... 8000 
£69000 


ABRoK es: 
PROMUSES sare cioriee ere ere aotetase Ey 
Plant & Machinery.........+-. _7000 
BLOCKS sce s sictercis sree oy sene 12500 
poner Debtors 
Bank ..... SCor Unoet 
GE OOO WIM, meters ccetiecess an nassie 0008 


£69000 


| 


Company Exercise 2. 


A Company was formed with £2000000 Share Capital, divided 
into 1000000 £1 Ordy. and 1000000 £1 5% Preferred Shares, and 
Debenture Stock of £1000000, to take over from Ist Jan. 1901, a 
number of businesses doing the same class of trade. ‘The pur- 
chase price of the businesses was £2550000, composed as follows ; 


rs 


Land and Buildings, £1050000 ; Stocks-in-Trade, £500000 ; Book 
Debts (guaranteed by the Vendors), £200000 3; Trade Marks, 
Patent Rights and Goodwill, £800000, to be paid for as to £333000 
in fully paid Ordy. Shares, £333000 in fully paid Pref. Shares, 
and £343000 in Debenture Stock of the Co. and as to the balance 
in Cash or in fully paid Ordy Shares at the price of 22/6 per 
share, at the option of the Vendors. The Vendors availed them- 
selves of this option to the extent of £100000 Shares, and the 
balance of Share Cap. and Debenture Stock was issued to the 


public at par, as below. Make the entries in the Company’s 
books. 


On Application ......:.... 


On Allotment ............. 5/- Se 25% - 
On 30th April, 1901 ....... 5/- a 50% 
On 31st May, 1901 ........ 7/6 


Company Exercise 3. 

A Private Firm sells its business to a Company. Assets :— 
Land and Buildings, £20000; Plant and Machinery, &c., £35000 ; 
Stock, £10000; Book Debts, £5000. It owes £3000. The Co. 
takes over all the assets and liabilities and pays the Firm £90000 
in 2000 Ordy. Shares of £5 each, fully paid, 2000 5% Pref. 
Shares of £5 each, fully paid, and 20000 4% Debenture Stock, as 
par, and the balance in cash. The Co.’s Capital is £100000, 
consisting of 8000 Ordy. Shares of £5 each, 6000 5% Pref. Shares 
of £5 each, andg30000 4% Debenture Stock, all of which are- 
issued—the Pref, Shares at a premium of 10/- a Share payable 
onvallotment, 10/- a Share in respect of both classes of Shares ig 
to be paid on Application, £2 (in case of Pref. £2 10s.) on Allot- 
ment; £1 10s. on First Call, and £1 on Final Call, while the 
Debentures are to be paid for—10% on Application ; 40% on 
Allotment ; 25% on First Call ; 25% on Final Call. Make the 
Cash and,Journal entries in the Company’s books. 


Company Exercise -4, 

A Company is formed to acquire an Engineering Business. 
The purchase price is fixed under Agreement dated Ist J une, 
1903, at £50000, payable as to £20000 in Ordy. Shares of the Co. 
of £1 each credited as fully paid, as to £20000 in 5% Debentures, 
and as to £10000 in Cash. The Co. has paid the Preliminary 
Exs. amounting to £500, but under the Agreement these are 
payable by the Vendor. The Goodwill of the business ig valued 
at £10000. Below is a list of the Assets and Liabilities (exclud- 
ing Goodwill) taken over by the Co. Prepare the opening 
Journal Entries for the Company’s Books S 


Overdraftat Bank ......... £5000 { Book Debts ......... £15000 

Sundry Loans ............. 10000 Less Provision for Bad 

Trade Oreditors .o.5 0 cs0. vc 7000 and Doubtful Debts. 200013000 

Bills Payable.........cc000. 2500 ee 
Stocks on hand .. sescveees 15000 


Machinery & Plant ....12.7° 30000 
Loose Tools & Rolling Stock. » 65500 
Bills Receivable in hand ., »» 1000 


4a try oie tht tlc A ly Cit a al all i a Nat al li tt alll it ik a ee cll 


: sy 
Sasa le aM Sa 


Company Exercise 5, 

The Leeway Engineering Co., Ltd., formed with a Capital of 
100000 £1 Shares, purchased the Goodwill and Assets of Forrester 
& Co., Builders and Contractors, for the sum of £90000 ; 
Forrester & Co.’s Assets were as follows :—Land, Buildings, and 
Plant, £30000 ; Loose Tools, £4000 ; Stock-in-Trade and Work-in- 
Progress, less received on A/c., £30000 ; Sundry Debtors, £10000 ; 
Cash in Bank, £750; Cash in hand, £250; Liabilities to 
Creditors, £10000. The consideration was to be discharged— 
£65000 in fully paid shares and £25000 in cash. The balance of 
the share cap. was issued to the public, payable—2/6 per share on 
application ; 7/6 per share on allotment; 5/- per share in two 
months after allotment ; Balance in four months after allotment. 
Prepare the Journal entries in the Company's books. 


Company Exercise 6. 

Prepare-a B/S. of the Devonshire Iron Co., Ltd., at 31st Dec., 
1904, from the following particulars :—Authorised Capital— 
£200000, divided into 100000 Ordy. Shares of £1 each and 
100000 6% Cumulative Preference Shares of £1 each. 50000- 
Pref. Shares have been issued and are fully called up. 50000 
Ordinary Shares have been issued and 15/- per share called up. 
The Authorised Debenture issue is £100000. 


Preference Share Capital paid up ............ceeeeees £49500 
Calls on Preference Shares in arrear ..........e0200e. 500 
Ordinary Share Capital paid up ........5...ceceeeees 37400 
Calis on Ordinary Shares in arrear ........e.0.e-e0e. 100 
Debentures issued—100 Bonds of £100 each, bearing 
interest at-449%, per annum... ccc cs aces ves oes 10000 
Ordinary Shares—Calls paid up in advance ........... _ 300 
Cash at Bank £1650; Cash in hand ............0000+ 90 
Trade Creditors £3860; Trade Debtors ...........006 -19600 
NOONAN GAS UH OC red QOL 65 rariveina ooo oracdis w ace, sue0 08 12350 
Fixed Plant & Machy., £33200; Freehold Land & Bldgs. 27500 ~ 
Loose Plant & Tools, £9600; Reserve Fund........... 6000 
Patterns & Drawings, £5000 ; Investments on a/c. of Res. 
Reserve for Bad & Doubtful Debts ............00000. - 980 
Depreciation of Plant & Machinery ...........+...2655 1600 
Dividend on Preference Shares for the year ........... 2970 
Interim Dividend on Ordinary Shares ............... 1870 


P. & L. A/e., Balance after paying Interim Dividend on 
Ordinary Shares and Div. on Preference Shares.... 4850 
Answer.—Total B/S. £111910. 


Company Exercise 7. 
The following is the liabilities’ side of, the B/S. of a Company : 


Nominal Capital:—5000 6% Preference Shares, £7 each .... £35000 
10000 Ordinary Shares, £210-each .... 25000 

£60000 

eS 


Resolutions are passed :—(1) To convert the Pref. Shares into £1 
Shares ; (2) To declare out of the Reserve Fund and the balance 
out of Revenue A/c. a bonus dividend of 100% on the amounts 
paid up on the Ordy. Shares, to be applied and paid as follows : 
(a) On the fully paid Ordy. Shares—one-fourth in fully paid 
Pref. Shares, and three-fourths in additional fully paid Ordy. 
Shares. (6) On the partly paid Ordy. Shares—one-fourth in 
fully paid Pref. Shares, £4000 in paying up in full such partly 
paid shares, and the balance in fully paid Ordy. Shares. (3) To 
convert the Ordy. Shares into £1 Shares. Draft the Journal 
entries necessary to carry out these resolutions, and set out the 
liabilities’ side of the B/S. after the resolutions are carried out. 
i Company Exercise 8. 

Johnson & Co., as on 31st Dec., 1904, converted their business 
into a Limited Liability Company, and the following are the 
firm’s and the Company’s Balance Sheets. What Journal 
entries would be required to bring the firm’s books to show the 
Company’s figures as follows :— ‘ 


Liabilities. Firm. Company. Assets. Firm. Company 
31st Dee. 1st Jan. 31st Dec., ist Jane 
1904. 1905. 1904, 1905. 
Partner’s Cap... £120000 ‘ Casi. xoeaate css £2000 £2000 
Reserve A/e. .. 15000 £3000 | Stock .......... 25000 20000 
Shares fully paid 100000 | Book Debts .... 15000 12000 
Debentures .... 30000 | Goodwill ....... 41000 54000 
; Property ....... 50000 45000 


Expense of con- 
verting into Co. 2000° 


£135000 £133000 £135000 £133000 
ES Mia 


é Company Exercise 9. 

James Smith sells his business to a private Limited Company. 
His assets at the date of sale are Freehold Premises, £4500 ; 
Plant and Fixtures, £3250; Stock, £3700 ; Book Debts, £3650; 
Cash at Bank, £940. His trade liabilities are £690. The Co. 
is registered with a cap. of £20000, divided into £1 shares. The 
purchase agreement provides that the vendor shall receive 16000 
shares, credited as fully paid, as the consideration for the above 
assets and the goodwill, subject to the trade liabilities. The 
remainder of the nominal cap. is subscribed in equal shares by 
Ay, BoC.) Deel ak. Gs and H., who pay the whole amount 
into the Bank on the day of completion. Draft the opening 
Journal entries for the books of the new Company. 


Company Exercise 10. 
Brown, Jones, Robins & Sykes, carrying on business in part- 
nership under the style of Brown, Jones & Co., Engineers and 


we a? es ae es 
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‘Tronfounders, decide to convert their business into a Limited 


Company under the style of “The Brown & Jones Engineering 
Co., Ltd.,”’ as on and from Ist January, 1906. The Assets of 
Brown, Jones & Co. were :— 


Freehold Land & Buildings ...... eet 4... £35000 
Leasehold Land & Buildings .........- SE Ce 25000 » 
Fixed Plant & Machinery .....---: SP Sresg ts 28000 
Loose Plant, Tools & Patterns ...-. td Ieee 15000 
Stock-in-Trade £60000; Sundry Debtors £30000; 
Cash in hand.......+++++- wea eetaxecvieer es ‘ 500 
Patent Rights ......+..+++6: Snore ow 10000 
Their Liabilities were :-— 
Sundry Trade Creditors .....++++s+ssseerres 12000 
Midland Banking Co., Ltd.—Overdraft ....-. 20000 
Thomas Mellor—Loan on First Mortgage of 
Freehold Property ....--++--+sscstreere 15000 


Executors of John Green, deceased—Loan on 

First Mortgage of Leasehold Property and 

Second Mortgage of Freehold Property .- 20000 
Executors of Arthur Green (a former partner) 23000 

The agreement of sale and purchase stipulates that the 
Limited Co. shall take over the assets at the values shown above, 
and that they shall discharge the liabilities and take over the 
Mortgage loans of the firm, and, in addition, allot to the part- 
ners £120000 of Ordy. shares fully paid up. The liability to the 
Executor of Arthur Green is to be discharged by the Allotment 
of 44% debentures for the amount due. The Capital of the Co. 
is £250,000 divided into 150000 Ordy. Shares, and 100000 6% 
Pref, Shares of £1 each. The Pref. Shares are offered to the 
public for subscription, and applications are received for 15000 
shares, 10/- per share being received on application. The Ordy. 
and Pref. Shares are allotted on 10th Jan., 1906, the balance of 
10/- per share on the Pref. Shares being called up, all of which 
was received by 3list Jan., 1906. Make the entries in the 
Journal and Cash Book of the Company to record the above 
transactions. 

: Company Exercise 11. 

The trading of Hall & Co., Litd., for the year ended 31st Dec., 
1906, resulted in a profit ‘of £30000, after providing for all 
expenses of management, &c. The balance of profit brought 
forward from the previous year amounted to £2000. The paid 
up Capitai of the Co. amounted to £100000 in Ordy. Shares, in 
addition to which the Co. had issued Debentures amounting to 
£60000. The Plant and Machinery appeared in the B/S. at 
€150000. Interest for one year at the rate of 5%, less Income 
Tax at 1/-, had to be provided in respect of the Mortgage 
Debentures. The Directors recommended and the shareholders 
confirmed :—(1) The transfer of a sum amounting to 10% on the 
book value of the Plant and Machinery to a Depreciation A/c. 
(2) The payment of dividend of 10% for the year on the Ordy. 
Share Capital, less Income Tax at 1/-. (3) The balance to be 
carried forward. Draft the entries necessary to give effect to 
the above. 


A 6 ee ee ee 
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Company Exercise 12. <=. 
Prepare a B/S. of Wilson & Co., Ltd., as at 31st December, 
1906, from the following :— 
Freehold Land & Buildings, £38000; Stocks on hand -» £40000 
Capital—Nominal £200000. Capital subscribed : 
40000 6% Cumulative Pref. Shares of £1 each, fully pd. 40000 


27000 Ordinary Shares-of £5 each, £2 called ........ 54000 
Plant & Machinery, £16000 ; Mortgage Debentures .... . 10000 
Additions to Plant during the year .................. 2000 
Debts due to the Company ..:..... ye Se 20000 
Cash in hand, £50; Cashin Bank ../................ 1000 
Creditors on Open A/es. and Bills Payable (including £20 

unclaimed dividends) ................3......... 5000 
Balance in Bank on Dividend A/c., £20; Reserve A/e... 500 
Bills Receivable (in addition to which Bils amounting to 

£500 were under distount)—. 25. san. ee 1100 
Insurance, &c., paid in advance, £100; Formation Exs. 100 
First Call A/c. due from sundry shareholders ........, 50 
Profit & Loss A/c. :—Balance from last VOOTo. soa £200 j 

Balance this year .......... 8720 8920 


Company Exercise 13. 

A Limited Company is registered on Ist May, 1906. The 
Nominal Capital consists of :—10000 5% Pref. Shares of £5 each : 
20000 Ordy. Shares of £5 each. In addition there are offered 
for subscription :—500 43% 1st Mortgage Debentures of £100 


each. The Pref. and Ordy. Shares are payable as follows :—£] 


on Application ; £4 on allotment. The Debentures are payable as 
follows :—£5 on application ; £95 three months after allotment. 
The following applications are received, and on 15th May, 1906, 
the Directors proceed to allot :—9650 Preference Shares ; 18500 
Ordinary Shares ; 500 Debentures, All moneys due on allotment 
are paid. Draft the Journal and other entries necessary to 
record the transactions in the books of the Company. 


Company Exercise 14, 

The Share Capital of the Leakage Co., Ltd., is as follows :-— 
1000000 Ordy. Shares of £1 each ; 500000 Pref. Shares of £1 
each, the whole of the Capital being subscribed and paid up. 
Having sustained heavy losses for several years in succession, 
the sanction of the Court is obtained to write down the £1 
Ordinary Shares to 8/-, and the Preference Shares to 12/- per 
share. Show the entries. in the books of the Company (in the 
form of ledger accounts) to record such reduction of Capital. 
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RESERVES. 


411. In all trading concerns fluctuations are likely 
to occur, and it is therefore prudent to reserve part of 
the profits of prosperous years to meet the difficulties 
of unsuccessful years. In ordinary businesses noé sub- 


_ ject to limited liability, the profits are usually divided 
among the partners, whose capital a/cs. are credited 
- with the whole of the profits, no Reserve A/c. being 


opened, In the case of Limited Liability Companies, 
however, a portion of the profit is often “reserved ” 
before the distribution of the dividends among the 
shareholders, the unappropriated profit being carried 


forward tothe next year’s a/c. as shown in the Appro- 


priation A/c. given on page 469. 


412. ‘Table A, being the first schedule to the Com- 
panies’ (Consolidation) Act, 1908, provides that, before 
recommending any dividend the directors may set aside 
out of the profits such sums as they think proper as a 
reserve, which shall, at the discretion of the directors, 
be applicable for meeting contingencies, or for equalis- 
ing dividends, or for any other purpose to which the 
profits may be properly applied, and, pending such 
application, may either be employed in the business or 
be invested. 


413. By some authorities a Reserve, variously 
expressed as Reserve A/c., Reserve Fund, Surplus, 
Margin, Rest, is considered to be the amount by which 
the assets of a concern exceed the total of its paid-up 
capital and liabilities, and would be better known merely 
as a “Surplus,” or, as in the case of the Bank of 
England, a ‘“‘ Rest ” ; its principal objects being to meet 
any contingencies, to provide against loss of capital, to 
equalise dividends, to increase working capital, or, as 
an extra inducement to those with whom the company 
trades, to give credit. By other authorities the term 
“ Reserve ” is stated to be a sum set apart to cover a 
special, as distinguished from a general, liability. It 
differs from the Reserve Fund in that additions to a 
Reserve may be made from revenue, even in years when 
there are no profits. Such Reserves are closely allied to 
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Depreciation A/cs. in being charSes against profits ; 
and so far as they are intended to cover expected losses, 
would, in the case of a private trader, be deducted from 
revenue before any estimate of the profits was made. 
But in the case of Companies, Directors and Managers 
(desirous of presenting favourable reports to share- 
holders) generally like to show profits as large as 
possible, and then purport to set aside part of the so- 
called profits to Reserves. A Company, then, which has 
never reached the point of having divisible profits may 
still have so-called reserves; sums set aside from 


revenue, and specially ear-marked to meet special liabil- 


ities, and until these amounts are set free by the extin- 
guishment of the liabilities which they were created to 
cover they ought not to be applied to any other purpose. 
Such Reserves, unless of a very general. character, 
should always be shown in the B/S. not as liabilities, 
but as deductions from the particular assets in respect of 
which they were created. There would then be no 
possible confusion between them and the Reserve Fund 
A/c., which may properly be shown among the liabili- 
ties as a fictitious creditor. A real Reserve is composed 
of and created by amounts set aside out of divisible 
profits, after all due provision has been made for depre- 
ciation and other known, expected, or contingent losses 
and liabilities ; the object of such Reserve being either to 
enable dividends to be equalised in varying years, or to 
strengthen the general financial position of the com- 
pany. In the case of banks an additional security is 
afforded to the depositors. A Reserve is, therefore, a 
portion of the credit balance of the P. & L. A/c. which 
has been ear-marked as being “reserved.” Such 
reserved profits are sometimes spoken of as capitalised 
profits, because they result in increasing the working 
capital. If at any subsequent time losses be sustained 
which cause the P. & L. A/c. to show a debit balance, 
any credit balance that there may be upon the Reserve 
Fund A/c. must be at once applied towards extinguish - 
ing this debit balance. There can be no real Reserve 
until any debit balance on the P. & L. A/e., or such 
assets as Preliminary Expenses, have been wiped out. 
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Where the Articles give power to forma Reserve for a 
special purpose, but no power. to divert the same to 
another purpose, the Articles must be altered before 
such special Reserve can be legally dealt with in any 
other way. The difference between a Reserve Fund and 
a Reserve Fund A/c. must be carefully noted, the Fund 
referring to the actual asset, a Dr. Balance, while the 
Account merely relates to the record of the amount 
appropriated, which is a Gr. Balance. The £3000 shown 
in the Appropriation A/c. on page.469 would first be . 
transferred to the Reserve Fund A/c., and should the 
amount be invested outside the business, the Investment 
would be recorded in a separate a/c. ; the amount of the 
Account appearing in the B/S. as a liability and the 
amount of the Investment as an asset. 


414. The interest on a Reserve Fund Investment 
may either be credited to the P. & L. A/c. and dis- 
tributed, or credited to the Reserve Fund A/c. and 
thus allowed to accumulate. 


Dr. Reserve Fund A/c. Cr. 
J 1914—Dec. 31. By P. & L. A/c. ... . £3000 
Dr. Reserve Fund Investment A/c. Cr. 


- 1914—Dec. 31. To Consols....£3000 i 


Balance Sheet on 31st December, 1914. 


Liabilities. Assets. 
Reserve Fund A/e. ..£3000 | Reserve Fund Investment :. 
Consols ......+>- £3000 


415. Reserves created for the purpose of replacing 
Assets or providing against diminishing values. are 
charged against profits and are best dealt with as Sink- 
ing Funds or as a Depreciation Fund A/c., as mentioned 
in pars. 367, 421. While some authorities contend that 
a Reserve should be invested outside the business in 
* gilt-edged. ”’ securities, others maintain that such an 
investment is immaterial, so long as all the assets of the 
business are not stated at a figure in excess of their real 
market value; and the amount of the Reserve is the 
genuine excess of Assets over Liabilities and capital. 


eT ee ee ae core eee 
- . ps n . ss 


; 
It is quite possible for a firm to show an immense : 
Reserve in their B/S., and still be insolvent by reason of 
the fictitious value given to the assets ; while a Reserve 
is no guarantee against the embarrassment caused by 
overtrading. The particular nature and circumstances : 
of each business must determine whether it is desirable 
to invest the fund outside the business. In a financial 
undertaking, or a bank, it is manifestly necessary that. q 

the Reserve should exist in the form of liquid securities 3 
» that can be realised to meet a run on the part of deposi- 
tors or loan creditors; also in the case of commercial : 
concerns, where assets have to be replaced at intervals; ~ 
but in most. business undertakings there is rarely any 
need for outside securities, the best investments being 
those revenue-producing properties connected with their 
own particular trade, as well as the advantage of being 
able to secure discount for cash purchases in preference 
to taking credit either on open a/es. or bills payable. It ; 
would be foolishness indeed to invest a Fund at 5%, 
and at the same time borrow on Mortgage at 6%, the 
shareholders suffering a reduction of dividend ; while, ; 
in some cases, it might necessitate the issue of more : 
capital, and so widen the area upon which dividends ; 
would have to be paid. 


416. A Secret, Hidden, or Inner Reserve, differs . 
from those previously described in that it is an wndis- 
closed surplus, not appearing in the B/S., and generally 
exists without the knowledge of the shareholders. Such 


a Reserve is one existing by reason of the under-valuing : 
of assets or the excessive statement of liabilities. The s 
assets which are specially liable to be understated by ! 


reason of appreciation in value are, land, buildings kept 
in first-class repair, investments in stocks and shares, 
patents, copyright, goodwill ; the latter sometimes being 
omitted altogether. Excessive reserves for doubtful 
debts and discounts, &c., as well as excessive deprecia- 
tions of assets may also be instanced. The most notable 
example, however, is that of the B/S. of the Bank of 
England, which does not disclose the value of the Bank 
Premises, which are worth several million pounds. 


= ‘ 


417. A RECEIPTS & PAYMENTS ACCOUNT is 
merely a Classified summary of the Cash actually 
received and paid, as recorded in the Cash Book, for a 
stated period, opening and closing with the usual cash 


balance. These cash transactions may, of course, relate ~ 


to both capital and revenue, and may affect both the 
preceding and succeeding period to that actually covered 
by the account, so that beyond showing the nature and 
magnitude of the cash transactions for the period, and 
verifying the cash balance as shown in the Balance 
Sheet, this account answers no useful purpose. Sucha 
statement of Receipts and Payments must not be con- 
founded with one of income and expenditure, for an 
Income & Expenditure A/c. often includes items that 
have neither been received nor paid. If all the income 
should have been received and all the expenditure paid 
in the form of cash, during a given period, then the 


Dr. CASH SUMMARY A/c. > Cr. 
Receipts. S- sad. Payments. £8. d. 
To Cashin hand, ist Jan.. By Purchases & Carriage :— 
ROE aca ae oattnes 2 6 GTOGELY (secs sie cl ae 7434 3 10 
‘3 pales.:— DIapery. . ces on 4007 17 2 
OPROCOE Vi scre elec cere 36 Boot & Shoe ...... 5060 19 7 
Drapery...... ise Al Ofte ERECT 3384 14 9 
Boot & Shoe 56 8| ,, Expenses :-— 
OCA a «. acia-wiave ¢ 9 8 WAGES acc yevisveres 1862 3 4 
ES eet oreitng oor 2=8 A Warts tere aor rconieae 1510 - 
», Share Contributions . 677 8 6 Deputations ....-. §- 2 7 
» Penny Bank Deposits 304 2 10 Repalts— ick se cee 128 3 6 
», Loan Deposits ...... 6905 - - Rents, Rates & Taxes 86 3 2 
,», Olub Subscriptions .. 44 3 3 Insurance .......+. 42227 
;, Share Investments A/c. 481 8 1 Coal, Gas & Water. 22 3 6 
» Bank Withdrawals .. 2819 10 4 Printing &Stationery 67 2 9 
1 7/ Travelling ......- te 4G 8 7. 
Advertising ....... 28 2. 7 
Florse Expenses ... 62 1 9 
Law Costs.......+- 413° 4 2 
Sundries .......... 142 6 
,, Dividend & Interest 4317 2 8 
5, Share Withdrawals . 394 11 7 
BE *} PennyBankWithdrawals297 12 6 
/ ;, Loan Withdrawals .. 224 3 8 
5, Club Withdrawals .. 68 6 
,, Land, Bldgs.&Fixtures 4223 - - 
,, Bank Deposits ..... 6286 16 5 
Cash in hand, 30th 
June, 1914.......- 20 6 5 
£38080 8 1- £38080 8 1 
_——— aaa 


er 


‘ 


498 


Receipts & Payments A/c. would, of course, truly 
represent, and be identical with the Income & Hxpend- 
iture A/c. It is customary for Co-operative and 
Building Societies to publish a Cash A/e. as part of 
their Annual Report. 


418. INCOME & EXPENDITURE Ajec. is the 
. Special name given to the Profit & Loss A/e. or 
Revenue A/c. of non-trading concerns such as clubs, 
professional, trade, literary and scientific societies ; 
political, social and religious associations. It is a 
classified summary of profit and loss transactions, 
showing on the credit side the entire income earned 
during a given period (whether actually received or not) 
and upon the debit side the expenses incurred in earning 
such income, and otherwise chargeable to the period 
(whether actually paid or not), the difference represent- 
ing the net profit or loss for the period covered. When 
the only asset is Cash, and the account cornmences with 
the Balance brought forward from the previous period 
the Opening Balance must be deducted from the Closing 
Balance in order to ascertain the profit or loss for the 
period covered. For example, the first item below on~ 
the income side—£402 9 10, deducted from the final 
balance of cash, shows the profit for 1909 to be £97 7. 
11. When the assets consist of items other than Cash, 
it is advisable to prepare a Balance Sheet, to which the 
profit or loss should be carried, on the periodical closing 
of the books. aeues 


THE CORPORATION OF ACCOUNTANTS, LTD. 


Dr. Income and Expenditure A/c. for the year ended Cr. 
3lst December, 1909. 


Expenditure. Ls: 


E) r d Income. £ os d. 
To Additions to Library 6 2 5 | By Balance from 1908... 402 9 10 
», Printing,Stationery,&ce. 83 12 4 », Annual Subscriptions 52510 — 
», Stamps,BankChgs.,&c. 26 11 4 », Entrance Fees ...... 13115 6 
% Travelling Expenses 49 6 6 », Hxamination Fees... 9016 6 
», Honorarium toSecy. 150 - - », Int.onDepositReceipts 4 6 10 
‘ HonorariumtoAuditor 44 = », Balance of Parliament- _ 
», Cost of Examinations 13113 1 ary Hund =). sass 60 14 1 
», District Societies .... 214 5 4 
Circulating Magazine 50 — — 
BALANCE of Cash .. 499 17. 9 
£1215 12 9 £1215 12 9 
— 
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419. THE DOUBLE ACCOUNT SYSTEM is the 
method of accounting, generally adopted where the. 
capital of a company is contributed for a@ specific 
purpose, partaking of a permanent character, such as 
the construction or acquisition of railways, tramways, 
canals, waterworks, or gas, electric light, telegraph, 
telephone, and colliery undertakings, &. ‘The amount 


actually paid for or in respect of the undertaking is 


shown as against the total capital raised, the balance 
only being hrought into the General Balance Sheet. 
The Double A/c. System, which was first prescribed by 
tue Regulation of Railways Act, 1868, does not vary 
from the Single A/c. System in its requirements as to 
the recerds of the current transactions, the difference of 
treatment being entirely concerned with the compilation 
of the final accounts. .As most of the undertakings 
enumerated above are the subject either of statutory 
obligations or special Acts of Parliament, concerning 
the raising and expenditure of capital, it is necessary 
that the accounts should be so arranged as to show that 
the capital expenditure has been made in the manner 
and for the special purposes for which it was sub- 
scribed, and generally in accordance with the law. 

420. The chief differences between the ordinary or . 
Single Account System and the Double Account System 
are :—(a) In the preparation of the periodical statement 
of assets and liabilities. (6) In the treatment of depre- 
ciation and renewals. Instead of setting forth all the 
assets and liabilities in an ordinary B/S. as is usual in 
the Single Account System, two Statements are required 
in.the Double Account System :—(1) The Capital A/c., 
showing the permanent, fixed, or capital assets and lia. 
bilities ; that is, on the Gr. side the total amount of the 
capital and loans (inclusive of all premiums received in 
connection with the issue thereof) raised to purchase or 
construct the works of the company; and on the Dr. side 
particulars of the amount expended in so purchasing, 
constructing or extending the undertaking. The differ- 
ence between the two sides of this Capital A/c. is trans- 
ferred to part (2) “being the General Balance Sheet, 


showing the floating. circulating or revenue assets and 
liabilities, 


% pe C ee es ie = ie hs = bet Se eet oo Y cies 
se = 516. : ie ee <=. 


421. It should also be noted that in the Double . 
Account System the Capital Expenditure is stated at its 
original or cost price, at which it must remain, no 


- re-valuation or adjustment of the assets shown in the 


Capital A/c. being permitted. Although no deduction 
may be made from the Capital A/c. in respect of the 
depreciation of capital assets, it is nevertheless usual to 
create a Depreciation Fund A/c., by periodically 
appropriating a portion of the profits. This amount is, 
of course, debited against the Revenue, or P/L. A/e., to 


which is also charged all Revenue expenditure for 


wages (except those paid in making additions to the 
value of the capital assets), salaries, directors’ fees, 
repairs, replacements, royalties, rents, taxes, interest, 


- commission, printing, office expenses, bad debts and all 
- eurrent expenses. The sum of £144.725 being the value 


of the assets shown on the Dr. side of the Capital A/c. 
on page 503 would, in the Single Account System, be 
placed on the assets side of the B/S. ; while the amount 
of subscribed Capital and Debentures would appear on 
the other side. ; 

422. In almost: every instance Railway Companies 
are incorporated by special Act of Parliament, and are 
subject to the provisions of the Acts of 1845, 1867, 1868, 
and the Railway Companies (Accounts and Returns) 
Act, 1911, which latter Act prescribes the statutory 
form of yearly accounts upon the Double A/c. System 
and requires the following -—Part 1.—No. 1. (a) Nomi- 
nal Capital authorised and created by the Company. 
No. 1. (6) Nominal Capital authorised and created by 
the Company jointly with some other Company. No. 1. 
(c) Nominal Capital authorised and created by some 
other Company on which the Company either jointly or - 
separately guarantees fixed dividends. No. 2. Share 
Capital and Stock created as per Statement No. 1. (a) 
showing the proportion issued. No. 3. Capital raised 
by Loans and Debenture Stock. No.4. Receipts and 
Expenditure on Capital Aje. No.4. (@) Subscriptions 
to other Companies. No. 5. Details of Capital Expendi- 
ture. No. 6. Estimate of further expenditure on Capital 
Ale. No. 7. Capital powers and other assets available 
to meet further expenditure on Capital A/e. No 8. 


Revenue Receipts and Expenditure of the whole under- 
taking. No. 9. Proposed appropriation of net income. 
No. 9. (a) Statement of Interim Dividends paid. No. 10. 


Receipts and Expenditure in respect of Railway work- 


ing. No. 11. Receipts and Expenditure in respect of 
Motor Omnibuses and other passenger vehicles not 
running on the railway. No. 12. Receipts and Expendi- 
ture in respect of Steamboats. No. 13. Receipts and 


Hxpenditure in respect of Canals. No. 14.” Receipts. 


and Expenditure in respect of Docks, Harbours and 


Wharves. No. 15. Receipts and Expenditure in respect 


of Hotels and all Refreshment Rooms and Cars where 
catering is carried on by the Company. No. 16. Receipts 
and Expenditure in respect of-other separate businesses 
carried on by the Company. No. 17. Electric Power 


and Light A/cs. No. 18. General Balance Sheet. Part 2 
2 consists of Statistical Abstracts, and is followed by 


certificates of the responsible officers as to the upkeep of 
the whole of the Company’s property. See pages 504-07. 
423. With the exception of the few Tramway under- 


takings governed by the Acts just cited, there is no pre- 


scribed form in which such accounts are to be presented; 
although they are usually prepared on the Double A/c. 
System ; the permanent way, rolling stock and horses 
constituting the items of capital ‘expenditure. 

424. Gas undertakings are generally either owned by 
Companies, incorporated by special Act of Parliament, 
or by local authorities. Incorporated Companies are 
subject to the Companies Clauses Consolidation Act, 
1845, and to numerous other Acts, which provide for the 
formation of Insurance and Reserved Funds, and for 
the introduction of a “ Sliding Scale,” under which 
shareholders are entitled to larger maximum dividends 
pro rata as the price of Gas is reduced below the 
“standard” price. The Gasworks Clauses Act, 1871, 
prescribes, in Schedule B, the form in which the annual 
- accounts are to be presented, viz. :—(a) Statement of 
Share Capital; (6) Statement of Loan Capital; (c) 
Capital A/e.; (d) Revenue Ale. ; (e) Profit & Loss A/c. 
(Net Revenue) ; (f) Reserved Fund A/c. ; (g) Statement 
of Coals; (h) Statement of Residual Products; () 
General B/S: 


wet nae 


: eee A 
pont ar eee as Rane 
ae ate ; 


425. The Reserved Fund A/c. is built up out of 
profits that are available for distribution among the 


proprietors, but which it is deemed expedient to hold in. 


- reserve for the purpose of equalising dividends. The 
Insurance Fund, on the other hand, is built up out of 
charges made against profits, and_like an ordinary 
Reserved Fund, is created to make good any loss that 
may arise in the future through some unforeseen 


contingency. The creation of an Insurance Fund is 


_ optional, and is limited to one-twentieth of the paid-up 


* capital of the undertaking ; “ capital ” for this purpose 
including loan capital. Both the Reserved and the 
Insurance Funds should be represented by investments 
outside the business, and the interest received on such 
_ investments is credited to the respective funds which 
these investments represent. If the works are situate 

on leasehold land, the Companysshould from time to 


time place a proportion of the profits aside for the © 


purpose of ultimately redeeming the torfeitable Capital 
expended thereon. This is. done by a Depreciation 
Fund A/c. (really a Sinking Fund), which is built up 
by debiting Revenue and creating a Depreciation Fund 
Aje. 

a The only expenditure that can properly be 
capitalised is that necessarily involved in constructing 
and equipping the works, so as to make them capable of 
earning arevenue. After the works have been once so 
equipped all expenditure, whether in the nature of 
repairs or renewals, is chargeable against revenue ; but 
when, as sometimes occurs, a portion of the old works 
is rebuilt or enlarged, a proportionate part of the cost 
of reconstruction may properly be capitalised. ‘The 
accounts have to be taken annually on the 3lst 
December, and a copy must be filed with the prescribed 
local authority before the following 3lst March. See 
pp. 508-10. ® gw 

427. The statutes relating to Electric Lighting 
accounts are the Electric Lighting Acts, 1882 and 1888, 
together with the Board of Trade rules thereon. The 
Board of Trade have issued a special form of accounts 
based upon that required by Gas Companies—the elec- 
tricity being sold by the unit instead of by the thousand 


~ 


cubic feet. The following a/cs. are required :—(1) State- 


ment of Share Capital ; (2) Statement of Loan Capital ; _ 


(3) Capital A/c.; (4) Revenue A/c.; (5) Net Revenue 
A/c. ; (6) Reserved Fund A/c. ; (7) Depreciation Fund 
A/c.; (8) General Balance Sheet; (9) Statement of 
Electricity Generated, Sold, &c. A copy of the annual 
accounts up to 3lst December must be forwarded to the 


Board of Trade not later than the 31st March following. 


Note examples of Capital A/c., &c., on pages 511-13. 
428. ‘There is no general statutory form of accounts 
tor Water Undertakings, but it is the general practice 
to assimilate the accounts of Water Companies, as near 
as may be, to the form laid down for Gas Companies. 


Double A/c. System Exercise 1. 


Convert the following Single-Account Balance Sheet into the 


form required for the Double-Account System, recording the fact 
that half of the B Shares were subscribed during the current 
year. : 


Balance Sheet of the Middleton Colliery Co., Ltd., on 30th June, 


ea ie lacie a Alt 
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1909. 
Liabilities. . Assets. ‘ 
Nominal or Registered Capital, viz. : MANOS tn csscrecaste aes £5000 
10000 A Shares of Sinking Shafts and 
£10-each.....2 £100000 = Opening up Pits £100000 
10000 B Shares of Add Extensions 12500 112500 
£10 each...... 100000 £200000 
Plant and Machinery 
Subscribed and Paid-up‘ Capital, viz. : above Surface .. 25000 
10000 A Shares of Add Extensions 4500 29500 
£10 each, £5 per 4 / 
sharecalledup £50000 Wagons ...... +se. 10000 
10000 B Shares of Add Extensions 2500 12500 
£10 each, fully 
PAalds asec. 100000 £150000 4 Office Buildings ... 2500 
Workmen’s Cottages 7500 
Debentures at 5% 50000 Add Extensions 500 8000 ~ 
Reserve Fund .... 20000 
Depreciation Fund 12000 § Stock on hand .... 10000 
SundryCreditors,viz.: Consols at Cost ... 20000 
On Bills Payahle 5000 | Sundry Debtors ... 30000 
OnOpen Accounts 5000° 10000 | Cash at Bank and in 
hand J wwe 32000 
Profit & Loss A/c. 20000 
=e —— z- £262000 £262000 


Double A/c. System Exercise 2. 

Convert the following Single-Account Balance Sheet into the 
form required for the Double-Account System, recording the 
fact that half of the Debentures were subscribed during the year. 
Balance Sheet of the Rapid Tramway Co., Ltd., on 30th June, 

1910. 
Liabilities :—Nominal or Registered Capital, viz. : 10000 Ordinary Shares of 


£10 each £100000, 10000 74% Preference Shares of £10 each £100000, £200000. 
Cr. Balances : Subscribed and Paid-up Capital, viz. ; 10000 Ordinary Shares of 


ca « 
ay 


: 521 3 j 


£10 each, fully paid £100000 ; 10000 73% Preference Shares full : 
Debentures at b %, £100000 ; Reserve Rind £1 5000 ; De reciation: pee esOUOO: 
Sundry Creditors £340 ; Interest due to Debenture holders £5000 ; Interest due 
to Preference Shareholders £7500; Interest due to Ordinary Shareholders 
£10000; Profit & Loss A/e. £20000; Total £387840. Dr. Balances :—Permanent 
Way and Overhead Dlectrical Equipment £150500, Add Extensions £20000 

£170500 ; Electric Power Station, Plant and Car Depot £70000, Add Extensions 
£5000, £75000 ; Rolling Stock, &e. £20000, Add Extensions £600, £20600 ; Office 
Buildings, &c. £1000; Stores in hand, &c. £1020: L. & N. W. Railway Stock 
£15000: Cash in Bank £104572; Cash in hand £148; Total £3878+0. 


Double A/e System Exercise 8. 


Prepare A/cs. of the West Riding Railway Co., for the half- 
year to 31st Dec., 1909. Ordy. Share Capital £2500000 ; Depre- 
ciation A/e. £100000; Reserve Fund (Invested in Consols) 
£250000; Goods Stations, value 30th June, £200000; Expenditure 
on new Goods Stations during half-year £27000; Mirfield to 
Bradley Extension, value 30th June, £190000 ; Expended during 
the half-year, £11000; Bridges, value 30th June, £85000, addi- 
tions thereto £15000; Lines open for traffic £1100000; Sundry 
Debtors £90000; Cash in Bank £90000; Locomotives and 
Steamers £150000; Rolling Stock, General £350000; Stores in 
hand £20000; Office Buildings £30000 ; Whatrves, value 30th 
June, £80000, Improvements thereto £20000; Due by Clearing 
House £3000; Stations, value 30th June, £130000, Extensions 


and Improvements thereto £20000. Cr. Balance of P. & L. A/e. - 


£11000.  Answer.—Bal. of Cap. A/c. £92000 Total B/S. 
£453000. = 


Double A/c. system Exercise 4. 


The following is the Trial Balance of the North Riding Railway 
Co., Ltd., after the completion of the Revenue A/e. for the 
half-year ended 31st December, 1911. 


Br. Balances. Or. Balances. 


Lines open for traffic ....£1278000 34%,Preference Stock .... £450000 
Lines in course of construc- Ordinary Stock ......... 750000 
SiON Sees eee ta ais os 7500 4% Debenture Stock .... 800000 
Working Stock, (Engines, Premiums on Ordy. Stock 37500 
Carriages. &c.) ......-- 195000 Debts -due to other Com- 
Subscriptions to other Rail- PAMICS es. Koarels dienes 750 
S WAYS cches cee esis 75000 Sundry Tradesmen, &c. .. 30000 — 
Purchase. of Grand Canal 7500 Fire Insurance Fund ..... 2250 
Cash at Bank ......-. As 7500 Superannuation Fund ... 7500 
GeneralStores,Stockonhand 10000 Balance to Credit of Net 
TrafPeA/es.duetoCompany 20000 Revenue A/c. ....05.-5 30000 
Due from other Companies 1500 | 
Sundry Outstanding 4/cs. 8003 


During the half-year there was an issue of £15000 34% Prefer- 
enee Stock, at par, which was fully subseribed and paid up 
also of £30000 Ordinary Stock fully subseribed and paid up at a 
premium of 5%. The Expenditure on Lines open for Traffic was 
£37500, on Lines in course of Construction £1500, and on Work- 
ing Stock £7500. Prepare Capital A/c. and Balance Sheet. 
Answer.—Balance of Cap. A/e. £25500 ; Total B/S. £70500. 

Exercises numbered 149 and 156 further illustrate the Double 


A/e. System. 
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522 
BANKRUPTCY. 


429. A BANKRUPT, in popular language, is one 
who is unable to pay his debts in full, but legally one 
who has been adjudged bankrupt by the Court, and has 
handed over his estate and assets, to be realised for the 
payment of his liabilities. Proceedings may be com- 
menced under “The Bankruptcy Act, 1914,” cither by 
the debtor himself, or by a creditor or creditors whose 
debt or debts amount to at least £50, by presentation to 
the Court of a Bankruptcy Petition, which asks that 
a Receiving Order be made against the debtor for the 
protection of his estate. Where the Petition is filed by 
the debtor, the Court will make the Order forthwith, 
and, if the debtor desires it, adjudication (the act of the 
Court whereby the debtor is declared bankrupt and 


» divested of his property) takes place at once. In the case 


of a Creditor’s Petition, a copy of the same must be 
served on the debtor, and the Petition will not be heard 
by the Court until the expiration of 8 days from such 
service. If the Petition is filed by a creditor it must be 


. founded on one of the acts of bankruptcy which renders 


the debtor liable to be adjudged a bankrupt. They are 
as follows :—(a) made an assignment of his property in 
trust for his creditors generally : (6) made a fraudulent 
assignment of his property, or any. part thereof; (c) 
made a conveyance amounting to a ‘‘ fraudulent prefer- 
ence”; (d) having, with intent to defeat or delay his 
creditors, departed out of England, or being out 
remained out ; or absented himself ; or begun to keep 
house ; (e) suffered execution on his goods, after they 
have been either sold or held by the sheriff for 21 days ; 
(f) filed a declaration of his inability to pay his debts or 
presented a Bankruptcy Petition against himself ; (g) 
neglected to pay or secure a, judgment debt after service 
of a “ bankruptcy notice’: (h) given notice to any 
creditor of suspension of payment, 


430. To prevent an influx of paupers a £5 stamp is*™ 
charged on Bankruptey Petitions and a deposit of £5 is 
also required to cover preliminary expenses. The first 
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result of a Bankruptcy Petition is the making of a 
Receiving Order (R.O.) by the Court, whereby the 
Official Receiver (O.R.) is constituted receiver of the 
property of the debtor. This order does not divest the 
debtor of his property, but merely protects it by putting 
the O.R. in charge thereof, as well as stays proceedings 
by unsecured creditors. The Official Receiver is a 
Solicitor appointed by the Board of Trade to take 
charge of and distribute a bankrupt’s estate during the 
liquidation of his business. As soon as the R.O. is 
made the debtor is bound to give the O.R. full informa- 
tion as to his financial affairs, and to make out a formal 
statement. of his assets and liabilities for submission to 


the first meeting of creditors, which should be held 


within 14 days of the R.O. ; when the debtor may pro- 

pose that his insolvency should be terminated by a 
composition or scheme thereby avoiding tKe disabilities 
of bankruptcy proper. If this proposal be not assented 
to, the Debtor must be adjudged Bankrupt. If it be 
assented to, by a majority in number representing three- 
fourths in value of all the creditors who have “proved,” 
the assent is provisional. When the Public Examina- 
tion (which consists of questioning the debtor as to his 
conduct, dealings and property) is concluded, the matter 
then goes before the Court for its approval. The Court, 
before sanctioning the scheme, hears the report of the 
O.R., and has to consider whether it is calculated to 
benefit the general body of creditors, and also whether 
the debtor’s conduct has been such as to justify his 
escape from the consequences of bankruptcy. When the 
scheme is approved by the Court it is binding on any 
dissentient minority of creditors, the R.O. is rescinded, 
and the debtor is remitted to the full control over his 
affairs; but if the provisions of the scheme are’ not 
carried out, the debtor is still liable to be made bank- 
rupt. Even after adjudication has taken place the 
debtor may propose a composition, and if sanctioned 
by the Court, the adjudication is annulled. 


431. When it has been decided that a debtor’s estate 
shall be administered in bankruptcy proper, the first 
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business of the creditors is to elect a Trustee ; who 
cannot act, however, till he has received the Certificate 
of the Board of Trade, to whom he must give security 
for the due performance of his duties; which are to 
discover, realise and distribute the bankrupt’s property, 
as quickly as possible, and obey the directions of the 
Committee of Inspection. In the interim the O.R. acts 
as trustee, in whom the whole of the property of the 
bankrupt (as well as any further property which he may 
acquire before he gets his discharge) vests. This rule 
‘does not apply to the debtor’s personal earnings. The 


trustee, as a rule, exercises his functions under _the — 


guidance of a Committee of Inspection, appointed by 
the creditors, but if no such Committee be appointed, 
their duties (which are to watch and superintend the 
administration of the estate, and see that the bankrupt’s 
affairs are liquidated in the best manner conducive to 
the general interest of the creditors) are performed by 
the Board of Trade. When the assets of the debtor 
have been realised, the Trustee, before applying to the 
Board of Trade for his Release, must give notice of his 
intention so to do, to all the creditors who have proved 
their debts, and to the debtor ; and must send with such 
notice a summary of his receipts and payments, in 
accordance with the Form shown on page 526. This 
Realisation Statement is usually sent out with the 
notice declaring the final dividend. 


432. As soon as the bankrupt’s examination is con-’ 


cluded he may apply for his Discharge. Notice of this 
application must be given by the O.R. to every creditor 
who has proved his claim, except in summary cases to 
ereditors under £2. At the hearing the Court receives 
from the O.R. a report on the debtor’s conduct and the 
cause of his failure. The O.R., the Trustee, and any 
ereditor who appears are entitled to be heard on the 
matter. If it appears that the debtor has been guilty of 
any conduct amounting to misdemeanor under part 2 of 
the Debtors’ Act, 1869, the Court must ordinarily refuse 
his discharge. The debtor then can only escape from 
bankruptcy and its consequent civil disqualification by 
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payment of his debts in full, with costs and interest. If 
the debtor has not committed a misdemeanor, but. has 
been guilty of minor misconduct, the Court has»a dis- 
cretion either to refuse the discharge, or to suspend it, 
or make it conditicnal. A common condition is to order 
judgment for a specified sum to be entered up against 
the debtor. There are 12 classes of facts involving 
minor misconduct which prevent the Court from grant- 
ing an unconditional and immediate discharge ; for 
_instance, not keeping proper business books, trading 
with knowledge of insolvency, rash speculation, pre- 
vious bankruptcy, fraud, or fraudulent breach of trust, 
or inability to pay 10/-in the £. It is a criminal offence 
for an undischarged bankrupt to engage in trade under 
a name other than that under which he was adjudicated 
bankrupt without disclosing the name under which he 
was made bankrupt, or to obtain credit to the extent of 
£10 or upwards from any pérson without informing such 
person that he is an undischarged bankrupt. If the 
debtor’s financial conduct has been blameless, he. is 
entitled to an unconditional discharge. The Order of 
Discharge releases the debtor from all debts and liabili- 
ties provable in the bankruptcy; with the exception of 
certain crown debts and debts incurred through his 
personal fraud or fraudulent breach of trust, and claims 
arising out of seduction or divorce court proceedings. 

433. Special provision is made for the more summary 
administration of small estates when the estimated 
assets do not exceed £300. In such cases the O.R. 
acts as trustee, unless superseded by the creditors, and 
discharges the duties of the Committee of Inspection. 
Only one meeting is required to approve a composition 
and when possible the estate is to be distributed in a 
single dividend. In the case of quasi-pauper debtors, 
whose total liabilities do not exceed £50, the County 
Courts are empowered to make what is called an 
“Administration Order,’’ under which the debtor pays 
his debts, either in full or in part, by specified instal- 
ments out of his earnings. 

434. STATEMENT OF AFFAIRS. When a 


Receiving Order is made, the debtor must make out and 


submit to the O.R. a statement of his affairs in the 
prescribed form, verified by affidavit, and showing 
detailed particulars of all his assets and liabilities ; and 
such further or other information as the O.R. may 
require. The Statement must be so submitted, if the 
Order is made on the petition of (a) the debtor, within 
three days ; (b) a creditor within seven days ; each from 
the date of the Order; but the Court may, for special 
reasons, extend the time. The Statement must be made 
out, in duplicate, on the 13 primted forms or-Sheets 
supplied by the O.R. If the debtor cannot himself 
prepare a proper Statement, the O.R. may, subject to 
prescribed conditions, and at the expense of the estate, 
employ someone to assist in its preparation. 


435. An ordinary Balance Sheet contains a list of 
the assets and liabilities as shown in the books of a 
working concern, but in the B/S. to be prepared by a 
bankrupt in the form of a Statement of Affairs, pro- 
vision must be made for. a loss on realisation of the 
assets, while the values of the securities must be 
deducted from the amounts owing to secured or partly 
secured creditors. In other words an ordinary B/S. is 
a statement of the assets and liabilities of a live concern 
with earning capacity, whereas the B/S. required to be 
made out by a bankrupt is a statement of the assets and 
liabilities of a dead concern without earning capacity, 
consequently selling or market or break-up prices, only, 
must be stated, while all fictitious items, such as good- 
will, must be omitted. Where the a/e. books of the 
debtor have been properly kept, no difficulty will be 
experienced in preparing the Statement ; but where the 
debtor has kept no books, or very defective records, 
then resort must-be had to advices, letters, consignment 
and delivery notes, invoices, statements, receipts, 
cheques, counterfoils, bank pass books, and to ques- 
tioning the debtor and his creditors. All books of a/c., 
also the cash and any B/E. must be delivered to the 
O.R. when the Statement is filed ; if the debtor has no 
books, a note to that effect should be made on the Defi- 
ciency A/c. The Official Forms used for the Statement 
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are lettered respectively from A to L, each one being 
labelled or headed, and containing full instructions as to 
the information required to be given thereon. In the 
case of a Partnership, whether ordinary or Limited, the 
joint statement will deal with the affairs of the firm, 
and the separate Statement will show the private or 
individual affairs of each partner. If any of the separate 
_estates show a surplus it must be carried forward to the 
Statement of the firm, for division among the firm’s 
creditors and vice-versa. - 

436. Creditors should immediately on receiving 
notice of the bankruptcy, make their claims against the 
estate, by filling up, being sworn, and forwarding to the 
O.R. the Form of Affidavit, known as Proof of Debt, 
which requires a 1/- bankruptcy stamp if the debt 
exceeds £2. 

437. Form A. Unsecured Creditors, whose only 
claim is upon the general assets of the debtor, derived 
from the obligation, expressed or implied, into which 
every debtor enters, of paying his debts out of his pro- 
perty, as distinct from a secured creditor, who, in addi- 
tion to this general claim, has a charge upon some part 
of the debtor’s property. There must be entered on 
this form any unsecured overdraft at the bank, also the 
balances of Creditors for wages, &c., which exceed the 
limit allowed as a preferential payment. Where there 

is a contra a/c. against the creditor, less than the amount 
of his claim against the estate, it should be shown, 
and the balance only inserted under the heading Amount 
of Debt. “‘ Trade * discount must always be deducted 
and only the net amount shown. The particulars of 
any B/E. and P/N. held by a creditor should be 
inserted below the name and address of such creditor. 
The date when each debt was contracted, as well as the 


consideration, is also required. Debts contracted more _ 


than six years previous to the date of the R.O. should 
not be inserted unless the debtor has within six years 
suffered judgment in respect thereof, or has kept a debt 
alive by a payment on account, or has given a written 
promise to pay. A Judgment holds good for twelve 
years from its date. 


~. 


530. 


438. B. Greditors fully Secured. A Secured 
Creditor is one holding a mortgage, charge, or lien upon 
the property of a debtor, or any part thereof, as a 
security for a debt due to him from the debtor. The 
holder of a B/E. or P/N. is not a secured creditor, such 
documents being mere personal engagements to pay ; 
nor is a mere Judgment Creditor thereby secured ; but 
where the holder of a B/E. (accepted payable against 


delivery of Bills of Lading) also holds the B/L. he is a~ | 


secured creditor. Where a creditor holds a security on 


- a third party he may prove for his whole debt and then 


resort to his security in case of any deficiency, for he is 
not a person holding a charge upon the property of the 
debtor, but on the property of some other person, con- 
sequently his claim must appear on Form A: Form B 
must show particulars of the security, when given, esti- 
mated value, and estimated surplus, if any. A creditor 
in respect of furniture or machinery obtained under a 
nire-purchase agreement sliould be entered here as fully 
secured. Itis assumed by the Court that the custom of 
hotel keepers hiring their furniture is so notorious as to 
negative the fact that it belongs to them. Therefore, 
such furniture, though in the bankrupt’s order and dis- 
position to be used_or dealt with in the way of his trade 
or business, does not pass to the trustee, owing to the 
custom. Goods sent on approval, or on sale or return, 
in accordance with the custom of the trade, are not the 
property of the bankrupt, and the true owner can 
demand possession of them. The holder of an absolute 
Bill of Sale is secured so far as the chattels comprised 
therein are concerned. So, too, is the holder of a Bill 
of Sale for money advanced, which was registered 
before the Act of 1882 came into operation, but not 
since. _ If the Bill of Sale has been executed more than 
five years, it must, to make it secure, have been re- 
registered within five years. The beneficiaries under a 
‘rust ave secured creditors where the trustee becomes 
bankrupt. A banker is a secured creditor, in respect of 
all securities in his possession, for the unpaid balance of 
the debtor’s current a/c. ; but not if the securities were 
merely deposited with him for safe custody. A solicitor 


© 
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is also a secured creditor in respect of all title deeds or 
securities in his possession, whether deposited for safe 
custody or not 


439. €. Greditors partly secured. These Creditors 
hold some security for their debts, but insufficient to 
‘cover the whole of the debt due from the bankrupt. The 
particulars required are similar to Sheet B, with the 
addition of a column headed Balance of Debt unsecured 
which balance will rank for dividend, on proof that the: 
value of security has been properly assessed. 


440. D. Liabilities of debtor on Bills Discounted 
other than his own Acceptances for value. Full details 
are required as to the bills negotiated by the debtor, 
although these should be paid by the acceptors ; but as 
the debtor is liable as drawer or endorser, the amount 
of any bill expected to be dishonoured by the acceptor 
must be inserted in the column “ Expected to rank 
agninst Estate for dividend.” Though the bankrupt is 
merely an accommodation acceptor, he is equally liable 
as an ordinary acceptor to pay any holder eacept the 
drawer. Bills of which the bankrupt is an ordinary 
acceptor should be included in Form A, and not in this 
form. The two kinds of bills to be ineluded in this form 
are (1) bills and notes to which the bankrupt has made 
himself surety by drawing or endorsing ; (2) those which 
he had drawn, accepted, or endorsed, for the accommo- 
dation of some third person, he himself receiving 
nothing from the transaction. In the former case they 
are documents which the bankrupt has either paid away 
to some other person in the course of trade or has 
discounted. The total amount expected to rank 
against the estate for dividend will need treating as a 
loss when preparing the Deficiency A/c. 


441. E. Contingent or other Liabilities record the 
debtor’s liability as surety for others on Accommodation 
Bills, for unpaid shares, as well as in respect of uncom- 
pleted Contracts, Leases, &c. This is really another 
form for unsecured creditors, with the difference that 
form A is for ascertained and certain debts for which the 
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_ debtor has received valuable consideration, and form E 
is for uncertain debts and liabilities incurred without 
valuable consideration, or where though such existed, 
the debtor is jointly liable with sonie third party. The 


following are some of the cases in which form E should - 


be used (1) Where the debtor is surety for another, he 
receiving no part of the sum advanced ; (2) Where he is 
jointly liable on a bill, of which he has received part of 
the proceeds ; (3) Where he has entered into a bond for 
the faithful performance of services by a third party, 
even though he may not expect to be called upon to pay 
the amount ; (4) Onerous covenants contained in a lease, 
such as for repairs or reinstating buildings ; (5) Liabili- 
ties connected with uncalled capital or shares; (6) Penal- 
ties incurred by the debtor in respect of breaches of 
_ contract, as a builder under a buildin g contract, for non- 
completion ; (7) Claims by debtor’s wife for money lent 
to him for business purposes ; (8) Claims by “ sleeping 
partners,” viz., persons who, having advanced money 


to the debtor, have agreed to receive, by way of interest, 


a share of the profits of the business ; (9) Claims by 
retired partner in respect of capital left by him in 
debtor’s business ; (10) Outstanding claims against a 
firm of which debtor is the remaining partner ;- (11) 
_ Amounts remaining unpaid under a prior deed of 
composition ; (12) Claims for damages for breach of 
trust committed by debtor; (18) Annuity for life 
contingent on the performance or non-performance of 
some act : 

442. F. Greditors for Rent, &c., Recoverable by 
Distress. A landlord can only claim payment in full for 
six months’ rent, unless a distress has been levied before 
the commencement of Bankruptcy. In any case the 
rent is only payable in full up to the amount of the 
Debtor’s property on the premises in respect of which 
rent is claimed. A claim for rent of £100, in respect of 
premises where the realisable value of the Debtor’s pro- 
perty is estimated to produce only £50, would be entered 


as £50 for payment in full, and £50 ranking for divi-. 


dend. Ground Rent, due to a lessor, being a charge 
upon the property, is ) ayable in full, regardless of the 


- period covered by the arrears. If an execution has been 
Jevied on the debtor’s property, and the sheriff is in 
possession at the date of the R.O., his costs form the 
first charge on the property seized, and should therefore 
appear or this form 


443. G. Preferential Creditors for Rates, Taxes, 
and Wages. The order in which debts are payable is 
regulated by “The Preferential payments in Bankruptcy 
Acts, 1888 and 1897,” which provide for the payment in 
full of rates and taxes, not exceeding one year’s assess- 
ment ; also the wages or salary of any clerk or servant 
in respect of services rendered to the bankrupt during 
four months, before the date of the R.O., not exceeding 
£50; also the wages of any labourer or workman in 
respect of services rendered during two months before- 
the date of the R.O., not exceeding £25 ; any balance in 
excess of these limitations ranking for dividend. Muni-_ 
cipal and Local Authorities sometimes have the power 
of distress for gas and water charges and would there- 
fore be preferentiai creditors. The B.A., 1883, s. 125, 
provides for the payment in full of the funeral and testa- 
mentary expenses of a deceased debtor; and s. 41 makes 
the compensation for breach of agreement payable to 
an apprentice or articled clerk, preferential. By the 

~Friendly Societies’ Act, 1896, s. 35, trustees of a 
friendly society have, on the bankruptcy of an officer of 
the society, who as such officer has in his possession 
nroney or property of the society, a right to receive the 
same in preference to other claims against the estate. 


444. . Property, which is interpreted as mean- 
ing money, poods, things in action, land and every 
description of property, whether real or personal. and 
whether situate in England or elsewhere ; also obliga- . 
tions, easements and every description of estate, interest 
and profit present or future, vested or contingent arising 
out of or incident to property as above defined. The 
bankrupt is entitled to retain for his own use the tools of 
his trade, and the wearing apparel and bedding of 
himself, his wife, and children, to an amount not 
exceeding in value a total of £20. The headings given 
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in this sheet are repeated in the “ Front Sheet ” of the 
Statement. Particulars of Leases and reversionary 
interests would be shown here under ‘‘ Other Property” ; 
also the value of stocks and shares. The value of a 
policy on the life of a debtor, in his own name, must be 
shown; but if in his wife’s name or in the names of 
trustees, it should be omitted. If on the life of a third 
person, and held merely as security for a debt, it should 
be so stated in Form I or J, as the case may be, and not 
entered on Form H. Where the bankrupt owns a 
Copyright or any interest therein, and has to pay royal- 
ties or any share of profits to the author of the work to 
which it relates, the trustee must pay to the author the 


same royalties or share in profits; and he may not 
assign the copyright without the consent of the author - 


or the Court. 


445. i. Debts due to the Estate, provides for a 
full list of all the book debts, giving three columns for 
classification as good, doubtful and bad. Where a 
debtor has a contra a/c., the amount thereof should be 
deducted as on Form A and the balance only e/f. 


446. J. Bills of Exchange, Promissory Notes, &c., 
availiable as Assets. This only requires details of those 
bills of which the debtor is holder, and are consequently 
handed over to the O.R. immediately on the R.O. being 
made. 


447. K. Deficiency Account. This form is in- 
tended to show how the deficiency or estimated surplus 
(if any) as at the date of the R.O. is arrived at. It is 
practically the Capital A/c. of the bankrupt, with the 
sides reversed. Starting (where possible) from a date 
when the trader is solvent, this a/c. should gradually 
trace out in detail all the losses, expenses, and other 
eauses bringing about his failure. The account should 
therefore commence with the excess of assets over 
liabilities, or vice-versa, at least 12 months (in the case 
of a company, three years) before the date of the R.O. 
or such other time as the O.R. may fix. The a/c. must 
then show the subsequent profits or losses from busi- 
ness or otherwise, all subsequent expenses other than 


trade exs., e.g., medical attendance, private drawings, 
household exs., value of goods withdrawn from the 
business for family consumption, damages and costs in 
law suits, bad and doubtful debts per Form I., losses by 
fire or storm, death of horses or cattle, depreciation in 
values, gambling or Stock Exchange losses, and any 
extraordinary payments for which the debtor has 
received no valuable consideration, such as losses 
through drawing or endorsing a B/E., dishonoured by 
the acceptor per Form D ; or by suretyship or the back- 
ing of Accommodation Bills. The balance of the ale. 
should show the deficiency (or surplus, if so) as at the 
date of the R.O., and should agree with the balance 
shown upon the “ Front Sheet.” 


K. Deficiency (or Surplus) Account. 


jl 
Excess of Assets over Liabilities Excess of Liabilities over 
on the sist day of December.) Assets on the day of 
1913 (about) (if any) ...............| £500 TODS Gary) en carenscanes 
Net Profit (if any) arising from! Net Loss (if any) arising, 
carrying on business from the from the day of 
Bist day of December, 1913; ta} “19 to date of R.O., after 
date of R.O., after deducting, deducting from profits the 
usual Trade Expenses.....,...... | 505 usual Trade Expenses ... Nil 
Income or Profit from other Bad Debts (if any) as per 


sources (if any) since the | Schedule see ys octave * £706 
day of 19 i Expenses incurred since ~ 


: , } the 31st day of December, 

| 1913, other than usual | 

Gifts from relations and others| Got exe ce cat eae 

and four childven........... 900 

| Other Lossesand Expenses 

DEFICIENCY as per Statement| (if any)— . 

Gf Affe ies Geese, oirsacisvs cone. | 25664 Interest and Costs paid 

} (GEOUt) ses Gactessearsanhaeanes ‘ 50 

Betting Losses (avout)......... 
Liabilities for which no 
consideration received— 

Costs, Sykes v. Swift ......... £538 

ff i »» Johnson's judgment... Fee 


Interest added to Debts— 
A, Brown's LOAN ...eccssvees £150} 


Illness—Dy. Jessop's claim 
Liability under lease for 
VELA S eres ateovigodesiovesaskos 250 
Depreciation in value of | 
| Stock and Effects, or 
other property as_esti- 
mated for realisation...... 575 
Surplus as per Statement 


| of Affairs (if any)......cs000 


Totalamountto be accounted for! £3561) _Total amount accounted fori £8561 


448. L. In substitution for such of the Sheets 
named ‘A’ to ‘J’ as will have to be “returned blank. 
This sheet is used to avoid filing a number of forms, 
which would not be required in most small bankruptcies 


449. Front Sheet. The Statement of Affairs con- 
Sained on some or all of the twelve lettered sheets is not 
complete until the totals of such sheets have been trans- 
ferred or carried forward to what is known as the 
‘Front Sheet’; which is really the Summary or 
Balance Sheet showing the debtor’s position at a 
glance ; and which must bear a 2/- bankruptcy stamp as 
a filing fee. The particulars of the assets are obtained 
from Forms H, I, and J, and the surplus (if any) from 
fully secured creditors per Form B. From the total of 
these must be deducted (1) The distrainable and prefer- 
ential claims per Forms F and G, and (2) any sheriff's 


charges which may be payable under the B.A., 1890. 


The liabilities which are expected to rank against the 
estate are made up from Forms A, C, D, EH, and the 
resulting balance, surplus, or deficiency should agree 
with the balance shown in Form K. Each sheet must be 
signed by the debtor and verified by oath or declaration; 
any material omission in the statement relating to 
his affairs rendering him liable to imprisonment, not 
exceeding two years. It will be noted that the principal 
difference between the.preparation of a- B/S. and a 
Statement of Affairs is in the classification of the liabili- 
ties under the heads of ‘“‘Unsecured,”’ “Fully Secured,” 
‘“‘ Partly Secured,” and “ Preferential ”’ Creditors, the 
value of the securities being shown as a deduction and 


not among the assets. Where the securities are likely to — 


realise more than the debt, the difference only comes 
under the head of the assets; from which is also 
deducted the total amount due to ‘‘ Preferential ”’ Crs. 


450. In partnerships, the bankruptcy of one partner 
constitutes a dissolution of the partnership subject to 
any agreement between the partners. The dissolution 
dates from the act of bankruptcy, and the authority of 
the bankrupt to deal with the partnership assets is 
determined from that date. The accounts between the 
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trustee of the bankrupt person and the solvent partners 
are made up from the same date, except as to profits 
made by the solvent partners subsequent to the bank- 
ruptcy by employment of the capital existing at the date 
of the bankruptcy, of which the trustee is entitled to an 
account. The trustee in bankruptcy does not become a 
co-partner with the solvent partners, and although he is 
in strictness entitled to put a person in possession of the 
whole of the property of the firm it is seldom done, as 
the solvent partners, either by consent, or through the 
intervention of the Court, make arrangements for secur- 
ing to the trustee payment of the bankrupt’s share in 
the assets of the firm. Where any one partner remains 
solvent, and in a position to be entitled to deal with the 
partnership estate, there will be no distribution of the 


partnership assets in bankruptcy, but in all other cases,, 


partnership assets, to the extent of the interest of the 
. bankrupt, will be administered, as well as his separate 
estate ; and wherever there is administration ‘of thé 
partnership assets the administration of the joint and 
separate estates will be kept distinat. 


451. Joint Creditors must first be paid out of the 
partnership or Joint Estate, and the separate creditors 
‘out of the Separate Estate of each partner; and if there 
be a surplus of the Joint Estate besides what will pay 


the joint creditors, the same is applied to pay the separ- ~ 


ate creditors. Ji there be, on the other hand, a surplus 
of the Separate Estates beyond what will satisfy the 
separate creditors, it is applied towards the deficiency 
that may remain as to the Joint creditors, but such 
creditors are not entitled to more than the full amount 
of their debts, together with 4% per annum interest 
from the date of the R.O. Where a person is partner 
in several firms, all of which become bankrupt, the sur- 
plus of his Separate Estate will be distributed amongst 
the several Joint Estates in proportion to their liabilities. 


452. With the view of avoiding the publicity 
associated with bankruptcy proceedings. and the legal 
‘disabilities arising therefrom, insolvent debtors fre- 
quently make arrangements with their creditors, 
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whereby the latter accept either (1 ) an assignment of the 


debtor’s property ; (2) a stated composition; or (3) 
payment in full by instalments in discharge of their 
respective debts, either absolutely or upon certain con- 
ditions. Such arrangements are generally embodied in 
a document known as a Deed of Arrangement, which, 


' according to the Act of 1887, includes any of the follow- 


ing instruments, whether under seal or not, made by, 
for, or in respect of the affairs of a debtor for the benefit 
of his creditors generally, or with certain creditors pro- 
fessing to act on behalf of themselves and all the other 
creditors privately. (a) An Assignment of property ; 
(b) a Deed of or Agreement for Composition ; (¢) a Deed 
or Inspectorship entered into for the purpose of carrying 
on, or winding up, a business ; (d) a Letter of Licence, 
authorising the debtor or any other person to manage, 
carry on, realise or dispose of the debtor’s business with 
a view to the payment of his debts; (€) any agreement 
or instrument entered into for the purpose of carrying 
on, or winding up, a debtor’s business or authorising the 
debtor or any other person to manage, carry on, realise 
or dispose of the debtor’s business with a view to the 
payment of his debts ; (f) any instrument for the benefit 
of any three or more creditors, in like manner as if such 
instrument had been made by, for, or in respect of the 
affairs of the debtor for the benefit of his creditors 
generally. All such Deeds must be registered with the 
Registrar of Bills of Sale within seven clear days after 
the first execution thereof by the debtor or any creditor. 
The Trustees under Deeds of Arrangement must trans- 
mit periodical statements of account to the Board of 
Trade not-later than the 30th of January in each year. 


453. The most common form of Deed of Arrange- 
ment is one whereby the debtor transfers all his 
property to a trustee for the benefit of the’ creditors 
generally, in consid>ration of their releasing him from 
the debts he owes to them ; the trustee under the deed 
being directed to realise the estate and to distribute the 
product among the creditors pro rata according to their 
claims. The deed is usually made between the debtor 


a 


Pita! 


one or more creditors, and a trustee for the latter, the 
trustee appointed usually being an accountant. A Deed 
of Arrangement is void unless, before or within 21 days 
after the registration thereof, or within such extended 
time as the Court may allow, it has received the assent 
of a majority in number and value of the creditors of the 
debtor. The List of Creditors annexed to the affidavit 
of the debtor filed on the registration of the Deed is 


prima facie evidence of the names of the creditors and 


- the amounts of their claims ; and the creditor’s assent is 
shown by his either executing the Deed, or by his send- 
ing to the Trustee his assent in writing, attested by a 
witness. In calculating the majority of creditors for 
the purpose of assent, a secured creditor is to be 
reckoned as a creditor only in respect of the balance due 
after deducting the value of his security, and creditors 
for less than £10 are to be reckoned in the majority in 

' number, -but not in.the majority in value. If the 
requisite majority is obtained the Trustee, within 28 
days of registration, files with the Registrar of Bills of 
Sale a statutory declaration to this effect, and once this 

is done, any person can safely purchase the debtor’s 
assets from the Trustee. If the requisite consent is not 
obtained, the Deed is yoid and the Trustee incurs a 
heavy fine if he continues to act under it, unless he can 
satisfy the Court that his action was due to misadven- 
~ ture, or was necessary for the protection of the estate. 

_ It is the duty of the Trustee, at intervals of six months 
during his conduct of the administration until the estate 
is finally wound up; to send to each creditor who has 
assented to the Deed a Statement of Accounts, and of 
all his proceedings under the Deed brought up to date. 
When the Trustee transmits to the Board of Trade.the 
annual accounts verified by affidavit, he must state 
whether he has complied with the above provision, and 
give the dates.on which the accounts were sent to the 
creditors. 


Bankruptey Exercise 1. 
Prepare Statement of Affairs and Deficiency A/c. of Coon & 
Co., a firrm of shippers, who filed their petition on 31st Dec., 
1906. Their books showed that they owed £40100, of which 


=, 
creditors amounting to £6500 held stock of the estimated value of 
£7500, others amounting to £29000 held stock of the estimated 
value of £15000 and a mortgage on the property at Caleutta 
valued at £13000, and £100 was for rent of warehouse. — Bills had 
heen discounted amounting’to £3500, in respect of which it was 
estimated the firm would be liable for £560. The assets consisted 
of Good Book Debts, £1500; Doubtful £600, estimated to pro- 
duce £300; and Bad, £700; Furniture and Fittings, £300, © 
estimated to realise £150 ;- Cash at Bankers, £50, B/R., £350 ; 
Stock, £1600, estimated to produce £1200. The firm commenced 
business on Ist Jan., 1902, with a capital of £25000. After 
charging £1000 a year for int. upon cap., and £1300 a year for 


partners’ salaries (which were credited to the Capital A/c. and : 
not withdrawn), they made a profit in the first year of £2700, but 

in the succeeding four years losses were incurred of £2500, 
£3200, £4500, and £6000 respectively, while they drew out cash 

at the-rate of £1200 a year. The property at Calcutta cost 
£22000, and the stock mortgaged was subjected to a discount of 
2 = 

Answer.—Deficiency £1550. 
Bankruptcy Exercise 2. 

On Ist January, 1902, three gentlemen bought a Calico Print- 
ing Business for £400000. On 31st December, 1906, they were 
compelled to stop payment, their Assets being :— 

Land, Buildings, and Machinery, &c. ................ £300000 
Which were estimated to realise ............. 100000 
Sundry Investments £110000-; Estimated to realise .. 26500 
Trade Marks £25000; Estimated to be of no value. 
Cash in, hand £1200; Bills Receivable .............. 2000 
Stocks and Consignments, less Advances............. 175000 
Hstimated to produce, £125000. : 
Debtors :==Good £50000s Badsai 1s kaso. eects oe 18800 
Doubtful £50000 ; Estimated to realise ... 10000 
Liabilities :—Salaries and Wages unpaid ...... Semis ~ 5000 
Bills Discounted £50000 ; liability expected thereon... 15000 
Sundry Creditors (including the Bank £125000) ...... 355500 
Of which £70000 held the security of the: Land. : 
Buildings, Machinery, &e., and £30000 held a 
charge over the avhole of the Investments. ~ 

Prepare Statement of Affairs and Deficiency A/e. Their trad- 
ing was carried on at losses of £10000, £25000, £24000, £18000. 
and £29000 respectively each year, after charging the P. & L. 
A/e. with their own salaries of £3000 a year each, £20000 a year 
for Depreciation of Buildings and Machinery, and £20000 a year 
for Int. on Cap. They also drew out £1500 a year each in 
addition to their salaries. Se 

Answer.—Deficiency £60800. 

Bankruptey Exercise 3. 

Green & Smart are in partnership as drapérs, and find they 

are unable to meet their liabilities. Prepare Statement of Affairs 
a 


Trade Creditors £3000; Cash Creditors :—Mrs. Green ¢ 

ree Smart £300. ‘ ts. Green £500 
(It is expected that Mrs. Green will not press her claim.) 

James Jones, secured_by Mortgage on premises, the esti- 


mated value of whichis £1250 .°........5........ £1000 
Creditors :—Wages £50; Rent and Taxes £30; Rent 
eG eee ia ale aes ite ee 100 


Assets (in addition to property mortgaged to Jones) :— 
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Sundry Debtors :—Good £600; Bad £200, 


Doubtful £300, estimated to produce 100 


Stock £1000, estimated to produce .................,. 700 
Fixtures & Fittings £300, estimated to PLOMUCE is. ana 150 
Answer :—Deficiency £1660. 
Bankruptcy Exercise 4. 
William Roberts and Henry Pollard carry on business together 
as Cloth Merchants. weing insolvent they file their petition. 


: : Kstimated 

Assets of Firm. Valued at. | to produce. 
Fixtures & Fittings ......... -. £400 £200 
Stock-in-Trade “... 3:2. sect... e. 6000 -4500 
Sundry: Debtors :—Good ....... 1200 
: DOibipil 2. 300 100 
: Bade esses 32 — 300: nil. 
Bills Receivable =. -.....7..... 500 - 400 


Bradford Mills Co., Ltd., 50 £5 Shares fully paid, quoted on the 

Exchange at 33—4}. 

Freehold Property, valued at £3250. Cash in hand £12. 
Unsecured Creditors, £8000; Mortgage on Freehold Property, 
£3000 ; Charles Dean for Loan, £1000, for which he holds the 
Bradford Mills Co.’s Shares as security ; Liability on bills dis- 


counted (none of which are expected to rank), £200; Landlord ~ 


for distrainable rent, £50; Creditors for Rates, Taxes, Wages, 
&c., £320, payable in full. 

The separate estate of William Roberts showed a surplus of 
£200, whilst that of Henry Pollard showed a deficiency of £500. 
Prepare a joint Statement of Affairs of Roberts and Pollard. 

Answer: —Deficiency £2308. 

% Bankruptey Exercise 5. : 

On 3lst Deeember, 1911, Bill Bailey is unable to meet his 
engagements. His Liabilities are :—Underbank Banking Co., 
Ltd., £1200 (as security for which they hold £1500: Debenture 
Stock of the Berkshire Railway Co.) ; Unsecured Creditors £4000 ; 
his Father £3000 (who holds a Mort age on the Premises) : 
Wages £100; Chief Rent (half-year) £15; Bills Discounted £500 
(one-half.of which will probably rank against the estate). His 
Assets are :—Buildings, of the value of £2000; Machinery, of 
the value of £1500; Fixtures, &c., of the value of £200; Deben- 
ture Stock of the Berkshire Railway Co., value £1500; Stock, 
estimated to realise £1500 ; Book Debts, Good £1000 ; Book Debts 
Doubtful £290 (estimated to’ realise £100); Book Debts, Bad 


* 


Ce PO ee ee ee eee So ae ne | ae n 
e acai aD Ni a A ai 2 
GS 3 — i es * 


. 
Ke 


oo 


542 Pye ee 


. ‘ f = * 
£150; Cash £15. Prepare the Statement for submission to his 


Creditors. 
Answer :—Deficiency £750. 
Bankruptey Exercise 6. 
Prepare a Statement of Affairs of- Henry Swank from the 
following particulars at 31st. March, 1912:— ~ 
Freehold Land & Buildings £ St Estimated to produce £4500 
Book Debts—Good ....... 000 


Doubtful ... nae ‘do. do. 100 

Badass aes 500 do. do. nil 
Stock:in-Erade \..<. see amo» 1500 ~ dao. do. 1000 
Plant & Machinery ....... 1200 do. do. | 600 
Cashin hardatacsinaea ete se 25 ’ 
HouseholdFurniture&Effects 300 do. do. 180 


Mortgage on the above Freehold Land & Uap a £3500, at 5%. 
The Interest was paid to 31st December, 1911 

Trade Creditors, unsecured £2500; Cash Crs., unsecured, £1000. 

Bank Overdraft £1000, the Bank holding, as security, a policy 
for £2000, payable at death, premium £50 per annum, sur- 
render value 31st March, 1912, £600; Preferential Creditors 
for Rent, Rates, Taxes & Wages, £300. 

Answer:—Deficiency £338 15. ‘ Bt 


Bankruptey Exercise 1. 


On 3ist December, 1912, the fitm of Long & Short suspend” 


payment, and you are supplied with the following particulars 
from which to prepare a Statement of Affairs and a Deficiency 
A/e. 


Liabilities. £ _ Assets. £ 

Sundry Trade Creditors 2820 | Land & Buildings .... 7200 

Sundry Cash Creditors 1000 | Stock-in-Trade ....... 1050 

Loans on Mortgage ... 5000 | Sundry Debtors....... 820 

Capital :— | Trade Fixtures ....... \ 50 

Long, IstJan.,1912£820 Machinery & Plant ..>— 560 

Less Net Loss .. 400 420) Cashinhand ........ 35 
Short, lstJan.,1912 675 

Less Net Loss .. 200 475 

— eed | 

£9715 £9715 


The partners’ drawings have each been at the rate of £250 per 
annum and have been paid in eash and eharged as a working 
expense. The assets have to be depreciated as follows :—Land & 
Buildings, 25% ; Stock-in-Trade, 159%; Machinery, 10%. The 
Book Debts represent Good £400, Doubtful £300, and Bad £120. 
Value the Good Debts at 10% off, the Doubtful at half their 
nominal amount, and the Bad at nil. The partners have no 
separate liabilities, and Short alone has assets represented by 
Household Furniture, £50. Answer:—Deficiency £1378 10. 

Exercises numbered 121, 122, 128, 180. 187, 161, 162, 1638, 
further illustrate Bankruptcy matters, 


ae 


ROYALTY ACCOUNTS. . 


454. A Royaity is a payment made by one person td 
another in return for some privilege or concession ; as, 
for instance, (1) the payment made by a manufacturer 
to the inventor for the use or sale of a patent, (2) the 
percentage of profits or amount per copy paid by the 
publisher to the author for the privilege of publishing 
his works ; or (8) the payment of a colliery proprietor 
(the lessee) to his landlord (the lessor) for every ton or 
acre of coal and other minerals extracted. It will be 
- noticed that the amount of royalty will vary according 
to the sale or production. 


455. A Minimum or Dead Rent is that annual sum 
payable by a person, who has taken a lease of a mine, to 
his landlord, irrespective of whether the quantity of 
minerals raised during that period justifies it or not ; in 
fact, as its name implies, such rent would be payable if 
the mine were not worked at all. Minimum rent is 
variously called fixed rent, certain rent, head rent, and 
sleeping .rent. The Royalty Rent is that which fixes 
the maximum, as compared with the minimum, and is 
sometimes called Tentail or Acreage Rent. 


456. Short Workings or Redeemable Dead Rents 
oceur where the Royalty Rent for a given year does not 
reach the amount payable for Minimum Rent. In 
Leases of mines it is usual to fix the Royalties at so 
much per ton or acre, but in order that the landlord, 
known as the lessor, shall not be deprived of a reason- 
able income from such properties, a Minimum Rent is 
agreed upon, which the lessee is bound to pay to the 
lessor, regardless of whether any minerals are extracted 
or not. Suppose a case where the Minimum Rent is 
£500 per annum, and the maximum or Royalty Rent on 
~the output for a given yearis £550, this latter amount 
or £50 excess of Minimum Rent, would be payable to 
the landlord or lessor ; but should the Royalty Rent of 
the output have only reached £450, the Minimum Rent’ 
of £500 would still be payable, and the difference of £50 


would be called the Short Working. A lessee is genet 
ally allowed to recoup himself in respect of Short 
Workings out of future Royalties which may be in 
excess of the Minimum Rent. Where this provision 
exists, and where also, by reason of the length of the 
lease and all other circumstances, the lessee will be able 
to avail himself of such a power, the value of Short 
Workings may be treated in the accounts and B /S. aga 
temporary asset. Although the average clause in the 
Lease confers the right to recoup Short Workings out 
of future Over Workings, it does not permit of the 
application of the Over Workings of past years towards 
subsequent Short Workings, because of the minimum or 
dead rent clause. x 


457. Income Tax, at the highest rate, should always 
be deducted by the lessee on the payment of Mineral 
Royalties to the lessor, as the lessee is accountable to 
the Revenue for the tax on the Royalty-owner’s income 
in pursuance of the principle whereby the authorities 
collect tax upon income at the source, wherever possible. 


458. When the Minimum Rent, for a given period, 
exceeds the Royalty Rent, debit the Royalties A/c. with 
the Royalties earned, debit the Redeemable Dead Rent 
Alc. with the difference between the Royalties earned 
and the Minimum Rent, and credit the Landlord’s A/c. 
with the total Minimum Rent for the period. When the 
Royalty Rent exceeds the Minimum Rent debit Royal- 


ties A/c. and credit Landlord’s A/c. with the total, but. 
should there be Redeemable Dead Rent outstanding, | 
then credit Dead Rent A/c. with the difference between 


the Minimum Rent and Royalty Rent, and credit the 
Landlord’s A/c. with the Minimum Rent only. The 
following transactions, journalised and posted on the 
next two pages, illustrate the manner of dealing with 
Short Workings. 

Example. A Colliery is worked under a forty years’ lease, 
granted by the Duke of Leeds, at a Royalty at 1/- a ton, witha 
Minimum yearly rent of £1500, with power to recoup Short 
Workings. In the first year 24000 tons are worked ; in the 


second 25000; in the third 26800; in the fourth 32000; and in 
the fifth 34500 


_—e 


- Journal of Colliery Co. 


33 . P. Cr. 
(1) Royalties A/c. 1........ Sect @ Dr. met 
_ Redeemable Dead Rent A/c. ....... ae 300 
To Duke of Leeds (Landlord) ..... £1500 
Gye Royalties Ales oF eckck ans Oe Pe. Dr. 1250 
Redeemable Dead Rent A/c. ...... ees 250 j 
To Duke of Leeds (Landlord) ..... 1500 
(i) Royalttes-A/e. Foss oo. ade Lbs es Devan 1340 : 
Redeemable Dead Rent A/e. ....... oe 160 
_ To Duke of Leeds (Landlord) ..... 1500 
CAR NOVERIOSEA Ont. 5 «ora ares elajcels «alone Dr. 1600: 
To Redeemable Dead Rent A/c. ... 100 
», Duke of Leeds (Landlord) ..... 1500 
MND ee RNOVALIOS, AC. «ois aictatonte,s piateies ws a Dr. 1725 
' To Redeemable Dead Rent A/c. ... 225 
», Duke of Leeds (Landlord) ..... 1500 


The debit on Royalties A/c. requires to be transferred 
annually to the Trading A/c. and the credit on Land- 
lord’s or Lessor’s A/c. would either be closed by Cash 
payments or appear in the B/S. as a liability. The 


debit on Redeemable Dead Rents A/c. (£300 first year, — 


£550 second year, £710 third year, £610 fourth year, 
£385 fifth year) would appear in the respective Balance 
Sheets as an asset. 


Dr. Royalties A/c. Cr. 


1908 £ {| 1908 £ 
Dec. 31 | To Landlord ....|1200)Dec. 31 | By Trading A]c...|1200 
1909 j=) 1909 — 
Dec. 31 | To Landlord ....|1250)/Dec. 31 | By Trading A |c.. .|1250 
1910 — | 1910 , —— 
Dec. 31 | To Landlord ..../1340/Dec. 31 | By Trading A|c...|1340 
1911 — i i911 — 
Dec, 31 | To Dead Rent....| 100/Dec. 31 | By Trading Ac...|1600 
ok ,, Landlord ....|1500 ; 
£/1600)| £/1600 
1912 — || 1912 : — 
Dec. 31 | To Dead Rent....| 225||Dec. 31 | By Trading Ac... .|1725 
» 31| ,, Landlord ....{1500 
£)1725 £/1725 


Redeemable Dead Rent or Short 


Dr. Workings A/c. 
1908 SiGe 1908 
Dec, 31 | To Landlerd ..-..| 300|/Dec. 31 
1909 =") 1909 
Jan. 1) To Balance ..b/d) 300) Dec. 31 

Dec, 31 = Landlord = oo 250) 
£/ 550 
1910 omar SEDI Re 
Jan. 1 | To Balance ..b/d) 550)\Dec, 31 _ 
Dec. 31-4, eandlords:...an 00 
£| 710 
1911 el 
Jan. 1 | To Balance ..b/d| 710|)Dec. 31 
= » dl 
—| 
£| 710 
1912 |- Sage UI 
Jan, 1 To Balance ..b/d) 610)|Dec. 31 
» 3 
£) 610 


Dr. Duke of Leeds (Landlord’s A/c.) Cr. 
1908 i | £11908 
Dec. 81 -|- To Cash... 5 .c5 1500||Dec. 31 | By Royalties.... 
Sail », Dead Rent.. 
£/1500 £ 
1909 a LOY : — 
Deo. Sis S0O, Gashienienecsiers 1500||Dec. 31 | By Royalties.... 
OL », Dead Rent .. 
£/1500 £ 
1910 mone TO) 
Dece sis slo Cashoviic.ccde 1500|/Dec. 31 | By Royalties.... 
Aprareiil », Dead Rent .. 
£1500 SES 
1911 Sa Ott 
Dec: 315) fo:Gashi.c.... ee Dec, 31 | By Royalties.... 
1912 1912 
Dec.dlselo Castienns a aro Dec. 31 | By Royalties.... 


== 


I j\<-), Balance sx. .6 


By Balance... .cfd 


as 
By Balance... .c/d 


| | £ 


By Royalties.... 
| ,, Balance... .c/d 


| £ 
By Balance ....c/d\ 300 


£ 
By Royalties.... 
i 
£ 


Yee  - . = 


\ 
es 


nies deme he 


- Royalties Exercise 1. 


The Altofts Colliery Company are lessees of a mine at a dead 
rent of £2000 per annum, merging into a royalty of eightpence 
perton. Dead rent paid in excess.of actual royalties is recover- 
able thereout during the next five years succeeding the year in 
respect of which such excess was paid. The first year in respect 
of which the dead rent was payable expired on the 3lst Decem- 
ber, 1908. The excess paid in respect of the first year was 
£2000; of the second year, £1450; and of the third year, £350. 
In the fourth year the actual royalties amounted to £2750; in the 
fifth year to £3250; in the sixth year to £3600; and in the 
seventh year (in consequence of a strike) to £1850 only. Set out 
for the seven years the Nominal Ledger A/c. of ‘“‘ Royalties’ in 
respect of this lease, carrying forward each year as an asset any 
excess of dead rents paid recoverable in subsequent years, and 
showing on this basis the amounts charged each year to trading 
in respect of royalties. 


Royalties Exercise 2. 


The Barnsley Colliery Company are lessees of a mine at a dead 
rent of £2000 per annum, merging into a royalty of eightpence 
per ton. Dead rent paid in excess of actual royalties is recover- 
able thereout during the next five years succeeding the year in 
respect of which such excess was paid. The excess paid in 
respect of the first year was £2000 ; of the second year £1450; of 
the third year, £350. In the fourth year the actual royalties 
amounted to £2750 ; in the fifth year to £3250 ; in the sixth year 
to £3600; in the seventh year (in consequence of a strike) to 
£1850 only. Show Journal entries recording these transactions 
in the books of the Colliery. 


- Royalties Exercise 3. 


The Consett Colliery Company took a lease of a mine for a © 
period of twenty years, from 1st January, 1907, upon the terms 
of a royalty of sixpence per ton upon the output with a minimum 
rent of £200 per annum, and-with power to recoup short work- 
ings over the first four years of the lease. The annual outputs 
for the five years following the granting of the lease were as 
follows :—1907, 5000 tons ; 1908, 8000 tons; 1909, 10000 tons ; 
1910, 10000 tons ; 1911, 12000 tons. Prepare Journal, post and 
complete the necessary A/cs. in the Colliery Books. 


Exercises numbered 135, 139, 154, 158, further illustrate deal- 
ings with Royalties. 


GB 
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COST ACCOUNTS. 


459. COST A/CS., which chiefly concern productive 
or manufacturing businesses, provide a method of ascer- 
taining the cost of the production of an article or the 
result of a contract. It is necessary, for the successful 
working of any concern, that the proprietor should be 
kept constantly informed as to the cost of manufacture 
in all its details, so that he may fix the Selling Price at 
such figure as will produce an adequate profit. Cost 
Accounts have been defined as systematic, and, as far as 
possible, exact records of those transactions which 
relate to manufacturing, with the view of arriving at an 
approximately accurate representation of the cost, both 
direct and indirect, of the output of a factory or shop. 
Lines of organisation rather than similarity of products, 
provide the clearest basis for a system of Cost A/es.. It 
follows, therefore, that all industries or undertakings 
may be classified according to their lines of organisation. 
By this means it is possible to treat separately the 
special problems and requirements of each group, and 
to indicate the methods which are separately applicable 
to any particular organisation of business. 


460. Cost A/cs. have been grouped as follows :—(1) 
Departmental Gosts—For finding the cost of working’ 
each department of a factory. (2) Multiple Costs— 
Applicable to undertakings where a number of products 
are involved bearing little or no apparent relation to 
each other in cost or selling price, such as Engineering 
Specialities, Cycles, Hosiery, Boots, Furniture, Agri- 
cultural Implements, in which standardisation in parts 
is carried to a high degree of specialisation in manufac- 
turing. (3) Terminal or Contract Costs—Applicable to ° 
undertakings where definite contracts are entered into 
in which the costing is definite and terminating, such as 
Contractors, Kngineers, Shipbuilders and the like. (4) 
Single or Output Costs—Applicable to Breweries, Col- 
lieries, Quarries, Mines, and businesses in which there is 
a natural unit of costs, as the barrel of liquor brewed, or 


the ton of minerals raised, &c. (5) Process — 
Applicable to Chemical Industries, Food Dodie ed 
in which conversion of material takes place, and there 
are principal and by-products, such as Tanners, Fell- 
mongers, where it is advisable to ascertain the cost of 
each stage in the process of manufacture. (6) Operating 
or Working Gosts—As Railways, Tramways, Gas and 
Water Undertakings, Electricity, and similar industries, 


461. It must be noted that Cost A/cs. alone deal 
- with the practical administration of the factory or shop, 
and are therefore quite distinct from the ordinary a/cs. 
dealing with the purely financial affairs of the concern. 
Although affected by, they are independent of, the com- 
’ mercial records of the purchases, and while they are 
closely associated with the sale prices, the record of the 
sales is not in any way connected with them. The 
principal difference between Cost A/cs. and Commercial 
A/es. is that while the former endeavour to arrive at the 
net result of manufacturing by analysis, through the 
medium of a series of small Trading or P. & L. A/cs. 
the Commercial A/cs. aim at grouping together in the 
general Trading and P. & L. A/es., the ‘result, not of 
each item of work, but of each class of expenditure. It 
is essential in any costing system that the Cost Books 
should fit in with the commercial books sufficiently to 
permit of comparison and the checking of results, so 
that a further aid in the discovery of errors is obtained. 
But no entry in the General Commercial Books should 
be posted to the Cost Ledger, and no entry in the Cost 
Books should be posted into the General or Commercial 


Books. 


462. The cost of a piece of work refers to the total 
cost and consists of the outlay in (1) Material, (2) Labour 
and (3) On-cost or Fixed Charges, all of which must be 
reckoned before any profit can be earned. Prime or flat 
or first cost consists of (1) Material, (2) Labour, (3) 
Direct expenses, or establishment or departmental 
charges connected with production and motive power, 
including (a) Wages of Superintendents, Foremen, 
Cleaners, &c.; (5) Royalties, Wayleaves and Patent 


Fees ; (c) Rent, Rates and Taxes and Insurance, Light- 
ing and Heating, and Depreciation and Upkeep of 
Plant, and Factory Buildings. In the Total Cost there 
must be included (4) Indirect Charges, overhead, or 
fixed or On-cost, being Expenses of Selling, Distribution 
and Administration, including upkeep of Offices and 
Warehouse, Travellers’ Salaries, Commissions and 
Expenses, Salaries, &c., of Directors, Officers and 
Managers, Interest and Financing Expenses, Bad Debt 
Allowance, &c. The total of Prime Cost and On-cost is 
Total Cost, Gross Cost or Cost of Production. 


463. The Selling Price is therefore the sum of (1) 
Material (2) Labour (3) Direct Expenses (4) Indirect 
Expenses (5) Profit. There are two essentially different 
classes of Cost A/cs. The system adopted by con- 


tractors, engineers, builders, printers, &c., is in effect to 


keep a separate a/c. of each contract, so that the profit 
or loss of that particular contract may be readily ascer- 
tained, the accuracy of the Cost A/cs. as a whole being 
tested periodically by a comparison of the aggregate 
results with the general P. & L. A/e. The keeping of 
these a/cs., of course, involves a very careful detailed 
analysis of every item of expenditure. This should be 
done in the Gost Book or Cost Ledger, which is specially 
ruled for the purpose, while the ordinary proprietary 


_a/es. of the business are kept in the Impersonal Ledger ~ 


in precisely the same manner as though no Cost A/cs. 
were in operation. 


464. In the case of collieries, ironworks, &c., which 
practically only deal in one class of goods, extended 
over an indefinite period, the Cost A/c. is in effect no- 
- thing more than a Trading A/c. for a very short period, 

either a week, fortnight, or a month; its object being to 
ascertain how the cost of producing a commodity dealt 
in compares with its market price, both items being 
necessarily of a fluctuating character. The methods of 
keeping Cost A/es. vary, of course, with each class of 
business, and while these a/cs. are not very difficult in 
some small concerns, in others they are of a very 
difficult and elaborate character, requiring great skill in 


See a 


their manipulation. The principal difficulty in costing 
is in devising a suitable system, which, in the first place, 
should be fairly simple, relying on experience to indicate 
any improvements oréxtensions. It is advisable to have 
printed forms or cards for each departmentin order to 
ensure a systematic and reliable basis upon which to 
prepare the a/cs. \ 


Brick Manufacturing Cost Sheet. 


January. — | February. 
Description of Charge. Cost Cost 
ta Cost. (per 1000} Cost. ‘per 1000 
Labour :— | £ s.d.) 6. d. £ s.d.js.°d. 
BUS OE LY irae nt can Vavrepecatcscnatin “ops scot | BO. - -| 6 -- 20 - -|.3 9°71 
ROVER roeet cwchaSnc << ¢eevense ebvey anus an ede <a} BO = ae Tse 25 - - 4 914 
Making, Pressing, &c 338.5 -| 6 78) a7 - -|5 17 
EQCOMOUVE DEIVERS «fi. ceckesevecsacdaasedsees 62. Jo 24-6 ¥. -lSit 
Carting, counting, stacking,loading,&c.|| 20 2 6) 4 03)|| 15 7 -| 2 11:08 
Materials and stores used :— | | 
ORANG) COME F cotucdccsnesengaesteeseceses<o0s QE ere = nO ae 15 - - 2 10°28 
SSPE OS ORG lca ok staccce-'es cave sineviavnlseeteadey 10 - -| 2 - 5 - -| - 11:49 
Indirect Charges :— 
MEI GEE COIN a tree cceencanssccvesssevsesusacaseoes 90 - -| 4 - 20 - -|8 O71 
Proportion of establishment charges...|| 60 - -|10 - 35 - -|5 6 
| 929 7 6 45 10} || 168 7 - 30 10-76 


SUMMARY OF ABOVE SHEET. 


Quantity {| Cost of | Quan- | Sales, Average | Re 
Month, | Manufac-| Manufac- | tity less price per M.) Stock. | parks 
tured. jture per M.| sold. |returns.| realised. 
esl ae ———| = = 
1907 Mj* | £s.d. | M | £ £s.d.| M. 
January... 100 2 5 103 | 50 | 120 28 - 50 
February 105 110 10°76) 105 | 24976) 2 7 6 50 


Cost Sheet of Pig Iron. 


Weinmeatomecnesscersescct-sodsyssevrevssesnerev hee £93 15 - 375 tons 3 1 
Tap Cinder ..... 527 tons 
527 tons 


Ore from Kiins ... 
Manganese Ore 


62} tons 21 9 


GOR Garon cagesee dic tee fvoneasccaicuestnnesesncs’s 958 12 - 720 tons 30 11 
Coal to Boilers ...... 2110 - 26 tons 8 
Estimated Delivery......... 8811 3 1 38 
Cash Discounts on Sales 46 5 6 16 
Stores and Repairs .......... Pat UTE ce oe 410 
WABES coccsscsresesesernscscccncsvevertsnsesaraeee 189 6 10 6 1 
Rates and Taxes cane 17 - - 
Clerks’ Salaries......... sie Sete | a 25 
Management Salaries rAd 25 - - 
Sundry Expenses ....scsescsessenereeseeereeee B- - 

Cost of production of Pig Iron per ton...... s. 72 6 


ee 


halt =a. tadaiattmna Men i ei nd toatl tel ta hee ale Eek: ea, ik ite ad 


7 


‘og ‘Suidrem ‘SuIARAAA UT OSB ‘dN-Su1}}0S ‘SUIPUIA UI SI 9}SEAA TOF OOWEMOTE SIFT, x 


T = 


‘aoerd Be 3809 oy, / 


‘PIL ‘SLT PIF “PES ‘SG O 'spé ag 
—peysiuy que] hse wos 


seisseaneneseeeseatereeeeeees MOOSIC]: 

**(oja ‘030 ‘raMmod ‘sazex ‘yu0T 

SuIpnjour) sasg1eyo pue sasuedxe 1910 
F IST- ilo sasuedx gq esnoqerepy pue soo 


seeeeecereeoes 


see eeeeeeenes (podp-ooe1d ri) surokq 
eeereeereeesees Surssorg 
ory oe 3013309, 
* SuIssoiq 
etaee Sully 
seeese SULINODS 
‘on ‘Surids ‘surpuayy 
979) “sayun3 ‘BurAeIp “SUIPULNA 
Stet e eee eeeewnen eee SUIAPI AA 

* ZUIACIM UIOIEg 
Westas? SUIZIS 
se Burden 


saeeeeeee 


Peete eee erry 


RELSS 
seine! 
' 


"ySMz | “3STAY 
yuo | yoeq 
suleys | suTeys 
0G 


- |[tvttttsres""" 515eM JOT BOUEMOTL "}UA0 Jod 5g, 
. eaneeteeees mS OS ) JOM *SQ] ZF I ‘urerd 
setesecnreesssoensse () dIeM ‘SQ, EP |'ON 


‘ SG || (HO 1 ao 
' 


E 


"suEvOg JO "ON | 4 
have! 
=H 
oD 
x 

| 4 


1M 
Id | 


09 OL X ST XF 


TAA 


‘ep 
soyouy 
ESLecy@ | 


qour ted 
jueaq 
Ul spuq 


‘p's F *ssUl]SOD 


- 


‘ON Ue 


“Uloo’y Ul 48S 


‘Ayuend) 
‘suldie 
JO pour] 


‘qouy ted sxo 


‘172M JO WYSIOM 


“diem jo 348 


GE 


| 


‘UIE X 
JO 'ON opeys 


‘0g GUVA Aad $a90NAO suyms ¥ NOILdIYOSAC _ 828 ‘ON FONVY YO NATLLVG 
‘“HLOIO 320 woos LSOO GNY S3XVINN AO SUV TNOLLYWd 


ee 


PRINTER'S COST SHEET. 


OnvER No.—28920. 


Name—Auddersfield Cirparaiion. 


Received—1/5/1914., 


Description—72000 Foolscap 8vo. Corporation Year Books, 96 pages 
and cover, t-bound, roller basil, cloth sides with stiff boards, ruled 
to pattern, printed, perforated on 4 tp. 


BINDERS. 
£ {s./d, 
Ruling eee beet 4 |10| - 
GUILT Ne, < ales clei ate eo 1|-|- 
eget) Oy mea etaleletaieres oe 
-Perforating 62. << 
TiO GINS teres sie sis. 2 | 2) - 
Sewing ...... 
Bindings sc ives aloo t © 2 |14) - 
Gumming ........ 
Finishing...... on 1 | 6+ 
DSHNGTCS. werictae naiee 1 | 4) - 
Total........4|/ 12 |16) - 
SUMMARY. 
& |s./d. 
Printing ..... a5 23 |14| - 
Machining ........ 5 |10) - 
Lithography ...... i 
Binding .......... 12 /16) - 
Materials ........| 40 /13/ 8 
Sundries .......... 
Carriage .......... 
; 82 |13) § 
Profit 124% on Cost|| 10 | 6 8 
Total........& 93 = 4 


PRINTERS. : 
Pear 6 feta, 
Composition ........|| 17 | 4 - 
Distribution ~<......%. 4)-|- 
Imposition .v........ | 1j|-|- 
REROD Oat aa iale sco’ nea nlers||| FLO 
LCTIA PMs wthise.s.nie ov actin L| == 
Revising, &c. ........ 
Stereotyping: ........ 
eed 
Total.......-&|| 23 |14) - 
‘ | 
MACHINES. 
£ |s.{d. 
Making Ready ......|| 1 {12 - 
Machining ..........|| 3 {12 - 
Washing up..........|| - | 6) - 
EREON ZING, KEseig ian 101 
| 
Total........£/) 5 |10) - 
MATERIALS. 
| £ {s.\d, 
Paper. cerisicisle seit cc |t LO 18) 4 
Dakss ciarpterete siviere ore 10s 3/10) - 
IBOAEGS sr io'siciviee © « 6 | 4 6 
Beather c.000%.c.00 00) 5 | 3) 4 
[BOE Conan ocO dae «|| 8 {10} - 
SCS srotere aietete sin:sisie ele « 
(Caleb SodanesnpaoGec | 
SUNATICS! sasclincssisia alka) 6 
Total........£]} 40 |13) 8 
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INSURANCE ACCOUNTS. 


465. Insurance is a contract by which a person, 
company, or society, in consideration of a gross sum or 
of a periodical payment, undertakes to pay a larger sum 
on the happening of a particular event. In other words, 
insurance is a contract entered into to provide against, 
or make sure, against possible loss by fire, storm, acci- 
dent, &c., or to undertake to pay a sum of money on the 
death of a person, or on his attaining a given age, in 
consideration of a specified amount (called the premium, 
being paid to the insurer, by the insured, either periodi- 
cally or at once. There are four principal kinds of 
insurance, viz. :—Life, Fire, Marine, and Accident. 

466. The consideration is termed the premium or 
premiums ; the party entering into the undertaking, the 
assurer or insurer; the party for whose benefit. it is 
entered into, the assured or insured ; the happening of 
the event, the risk ; and the instrument containing the 
contract, the policy, which is a stamped deed given by 
the insurance company, to a person who has paid the 
premium, as a guarantee that it takes the risk ; in which 
deed the terms and conditions of the contract are set out 
in full. The interest which it is necessary for a person 
to have before he can effect an available insurance on 
his own account, and for his own benefit, is called an 
insurable interest. The Law requires the strictest good 
faith on the part of everyone who effects an insurance 
of any kind, so that the contract will be void if the. 
insured has been guilty of fraud, or misrepresentation 
of any material circumstance, or concealment of any 
material fact, which lies within his private knowledge. 

467. Insurance companies are either Proprietary or 
- Mutual. A Proprietary Office has a paid-up capital, 
upon which dividends are payable, a part only of the 
profits of the business being available for distribution 
among the policy-holders. A Mutual Office, on the 
other hand, has no paid-up capital, the whole of the 
profits of the business being distributable among the 
policy-holders. A few life offices divide their business 
into two sections-~General and Temperance ;_ the 


members of the latter section consisting entirely of 
abstainers from alcoholic liquors. The same premiums 
are charged to both classes of members, but the accounts 
of the two sections are kept quite distinct. By reason 
of the lower death-rate among members of the Tem- 
perance Section, the profits distributable; in the form of 
bonus, are greater than those in the General Section. 

468. Every office, no matter of what financial 
strength, has a series of limits beyond which it will not 
retain liability upon any one risk. The limits vary in 
the same office, according to the nature of the business; 
and in different companiés with the position and import- 
ance of the.company. It is the rule to retain a larger ~ 
sum upon first-class or non-hazardous risks than upon 
hazardous ; and of extra hazardous business an office 
will generally re-insure or re-assure as much as possible. 
Suppose a fixed limit cr risk of a given office is £10,000 
and a proposal is received for £100,000. If the 
business is of a character with which the office can 
easily deal, it is accepted, and the surplus, 7.e., the 
difference between the office limit and the total amount 
-of the policy or risk, is insured by the company accept- 
ing the proposal, with other companies, at the ordinary 
rate, less a liberal “trade” allowance for discount. 
This giving off of surplus risks is what is known as re- 
insurmg or re-assuring, and the insurances so effected 
are termed re-insurances or re-assurances. Premiums 
paid in respect of re-insurances are always accounted 
for ‘separately from the ordinary premiums, and are 
shown separately in the annual a/cs. 

469. LIFE INSURANCE is generally the best and 
most effective form of providence. It is a cheaper and 
quicker way of creating an estate than ordinary saving, 
and is the only way of making a certain and immediate 
provision for those dependent upon oneself. Insurances 
should be effected (1) By husbands and fathers to make 
provision for themselves, widows and children, (2) By 
the young of both sexes ; because the sooner an insur- 
ance is begun the lower will be the premium and the 
greater the accumulated profits. (3) By the old; because 
life is then more precarious, and the benefits the more 
required. (4) By the possessors of entailed estates, to 


. provide for the younger branches of their family. (5) 
In marriage contracts, to secure the terms of the settle- 
ment. (6) By lenders and creditors to compensate the 
loss which the death of their debtors might occasion. 
(7) By borrowers and debtors, to ensure, in case of 
death, a fund to pay their debts. (8) By holders of 
leases dependent upon a life or lives, to provide a fund 
to meet the fine, increase of rent, or loss of capital, 
which may ensue. (9) By expectants of property in 
reversion, to ensure it against contingency. (10) By 
purchasers of annuities on the lives of others to secure 
the capital laid out. (11) To provide for the payment 
of Estate Duty, so that the real and personal estate may 
be left untouched. (42) By partners, to provide against 
loss in case of a partner’s death. This is very important, 
as the withdrawal of capital by the representatives of a 
deceased partner might cause serious embarrassment 
and even the ruin of a profitable business. A partnership 
insurance is in the nature of a joint insurance, or an 
insurance of joint lives. Upon the death of any one of 


the insured the sum insured is payable to the co-insured. i 


As the premiums are paid for the benefit of all, they are 
generally charged to the business as part of its 
expenses, and the sum:insured is devoted to pay out 
the capital of the deceased partner. 

470. To those whose incomes exceed £130 a year 
there is a special inducement to insure in the fact that 
they are entitled to an abatement ‘of ‘income tax in 
respect of the premium paid, but not exceeding one- 
sixth of their income. Thus, a person with an annual 
income of £140, paying a premium of £20 in respect of 
an insurance on either the life of himself or his wife, 
would be exempt from income tax. . 

471. The premium payable on acceptance of the 
proposal is known as the First Premium, subsequent 
payments being known as’ Renewal Premiums. In 
case of the non-payment of the premium in the stipu- 
lated manner, the policy will be void, and will not be 
revived by a subsequent receipt of the premium. Nor 
will it be an available excuse that the assured received 
no notice reminding him of the day for paying the pre- 
mium ; for such Renewal Notice, as it is termed, though 


aa 


a a ee er ee ae Ne eee ee le le 


customary, is not required by Law. Thirty days are 
allowed for payment of a Life Premium. In the event 


of a member dying during these days of grace, the 


policy is valid, but the premium will be deducted on 
the settlement of the claim, 

472. A life policy becomes a marketable security 
after the payment of five annual premiums, carrying 
substantial loan and surrender values. The Surrender 
Value of a policy is that amount of money which the 
insurance company is willing to give to the insured if 
the latter surrenders or abandons his policy, and extin- 
guishes his claim upon them. The older a policy is, or 
the greater the number of premiums paid upon it, the 
higher is the surrender value. In practice it is generally 
found that the market value of a life policy is from 15% 
to 20% greater than the surrender value. Some people 
are under a curious misapprehension as to the amount of 
money they may justly expect to have returned to them 
if they decide to abandon their policies and take sur- 
render values. It should be remembered that the 
surrender value of a life policy is the balance remaining 
of the premiums received, and the interest thereon, 
after deduction of the cost of the risk of the insured 
dying, and his share of the expenses of management 
during the currency of the policy. 

473. When a policy-holder, of three or more years 
standing is in need of ready money he can always 
obtain a Loanm-on the security of his policy from the 
insurance company at from 4% to 5%, according to the 
amount to be advanced, there being no charge beyond 
the interest and the payment of the stamp duty on the 
promissory note securing the repayment of the loan. 
Money may also be borrowed from private individuals 
on the security of a life policy, or the policy may be sold 
absolutely, in both of which cases it is necessary that 


-the document embodying the contract as to the loan or 


sale, which is called an Assignment, should be properly 
stamped and a written Notice thereof (in duplicate) sent 
to the Head Office of the Company for registration, 
together with (in some cases) the statutory fee of 5/-. 
Business men sometimes deposit their life policies with 
their bankers to secure overdrafts, 


560 
474. The Revenue A/cs. of insurance companies 
are generally arranged in the reverse way to that which 


is ordinarily accepted as the correct one. The items 4 


representing income appear upon the left-hand, or debit, 


side of the a/c., while those relating to outgo are set out 


upon the right-hand, or credit, side of the a/c. Life- 
assurance Companies are governed by the Assurance 
Companies Act, 1909, which’ prescribes the form of 
accounts to be kept, and requires that a copy of the 
Annual Revenue A/c., P. & L. A/c., and Balance Sheet 
shall be lodged with the Board of Trade. The profits 
of a Life Insurance Co. are usually ascertained every 
five years, when a quinquennial valuation is prepared by 
the Actuaries and embodied ii a Valuation Balance 


Sheet, similar to that shown on page 564, which shows: 


a’ Surplus of £1,358,969, available in the case of a Pro- 
\prietary Co. for distribution in dividends among the 
_ Shareholders and in bonuses among the policy holders ; 
but in a Mutual Co. the whole is divisible in bonus 
among the policy holders. It is usual to assume that 
the mortality of the policy holders will be no less favour- 
able than that shown by the Mortality Tables,-and that 
the Funds of the Company will yield, at least, interest 
at the rate of 24% per annum, clear, free of all deduc- 
tions and losses of principal. Note the Revenue A/cs. 
of the four kinds of Insurance businesses, as well as the 
Profit & Loss A/c. and B/S. here given. 


General Accident Fire & Life Assurance Corporation, Limited. 


Dr. PROFIT & LOSS A/c. for the year ending 31st December, 1910:. Cr. 


Pee Soe, £ sod 
Balance from last year's A/c. 8697 19 10 Depreciation of Property, 


Net Interest and Rents, less Furniture & Fittings ...) 6182 1 - 
Incomie Tax, not carried to Provision for Income Tax, 


other Accounts .............. 28979 8 6! payablein1911............ 2525 14 4 
‘MransferiBeessaeiyaisssrecs 85 9 1] Proportion of Purchase 
Profit on Investments Real- A/c. written off............ 8850 19 11 
ASEGM acestnane sttivesceesscesereses| SATB 2 Of Provision for Doubtful é 
Balance carried from Fire ALES neice pee wea 1904 5 10 
Revenue; Ajai sre es 13872 18 8] BALANCE ................ 42965 11 3 
alance carried from Acci- 
6 


dent and General A/c......, 1382 13 
Shareholders’ Proportion of ee 
Wife Profitsps eaten 992° - -f 


; so _&| 67378 19 4 £| 67878 19 4 
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DEPARTMENTAL ACCOUNTS 


AND THE 


TABULAR SYSTEM. © 


475. The mere fact that a business produces a sub- 
stantial net profit is not prima facie evidence that it is 
being managed in the most skilful manner. The majority 
of large businesses are worked in departments, while 
many others carry on trade in a limited number of 
articles. In such concerns it is possible that a net profit 
may be shown on the entire working, notwithstanding 
that a loss is being sustained on one or more of the 
departments or articles, without the proprietors being 
aware of the fact. The only method which will afford 
adequate information of the detailed working of the 
business, and thus help to prevent such an unbusiness- 
like state of affairs, is that of keeping separate accounts 
_ for each department or article. With this end in view 
the subsidiary books should be ruled with suitable 
columns, so as to enable the records of the various 
transactions to be entered in an economical and a 
systematic manner. 

476. The monthly totals of the columns in the 
subsidiary books must be posted to their respective 
Departmental Trading Accounts in the Impersonal 
Ledger. The debits will consist of Stock at the com- 
mencement ; Credit and Cash Purchases, less Returns ; 
Carriage ; Wages; and such other items as may be 
definitely ascertainable as chargeable to the depart- 
ments ; the credits consisting of Credit and Cash Sales, 
less Returns ; and the Stock at the end of the period. 
The difference will, of course, represent the Gross 
Profit or Loss on the particular department and will 
require to be transferred to the Profit & Loss A/c. on 
balancing. When there are few departments a com- 
bined Departmental Trading A/c. should be prepared 
in columnar form, as shown on page 569, 

477. Such Departmental Accounts facilitate the 
comparison of the turnover of different periods, as well 
as the percentages of expenses in relation to the turn- 
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system. 
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’ Purchases Book. 


.over, thereby enabling the proprietors to discover 
defects in the management which would remain 
undetected but for the searchlight of the departmental 


The first illustration given below is a very 
simple one taken from Exercise 31. 
by another example from the W.R.C.C. Advanced 
Examination Paper for 1903, being Exercise No. 107. 
Further illustrations are afforded of actual and suggested 
rulings for subsidiary books of various businesses, 
including a copy of the Sales Book used by the author 
of this textbook. This particular book is a most 
economical one, serving, as it does, the purposes of a 
Sales Book, Gash Book, or Ledger for cash transactions, 
in addition to recording the number of books sold and 
cost of carriage. 


This is followed 


L.F. 


Hignett & Co. 
Martin Bros 
Ogden & Co. 
Bell & Sons. 
Wills & Co.. 
Martin Bros. 


£ 


Total. | Tobacco. 


Ss. def o£ 
157 15 10; 4210 6 


15010 - 
~822 - -| 130 
165.4 - 
374 - -, 130 
123 10 -) 


Cigars. ) Cigarettes. 


96 ieee 10 
15010 - 

160 Se enone 
54 6 2] 427 8 6 
18094 34630101 
123 10 -| 


1292 19 10) 386 5 10 


76410 2 142 310 


—_— ———— 


Sale; Book. 


L.F.| Total. | Tobacco. 


Edward Wade ...... 
FOC! PALSOM ces. <oniees 
Albert Kershaw...... 
Thomas Elliott ...... 
Henry Hirst —.........| 
Thomas Elliott 
Edward Wade | 
Henry Hirst .......5) 


| Cigars. | Cigarettes. 


Dn: 


2... Sade 8s. d: 


5010 - 15 9 6 
806 _-- 2010 - 
2810 - 

| | 18 - 

| 4610 =|. 21 8 


970 11 10 


46717 4) 176 13 


Tobacco A/c. Cr. 

: | £ s. d.l| age | Poca | a S. d. 
| Loi Balanoe ...5.<.. 00000. 700 - -|/Oct. ¥ Cash .......0000 | - 
| Sundries P/B. ...... 386 5 10)| ,, », Sundries S/B,| 826 1 - 

3 | L(Stock)c/f| 865 - ~ 
» GROSS PROFIT | 124 1 2)| ,, » Bal.(Stock)clf| 
= 1210 - 
£11210 7 7 
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E 568 
Dr. Cigars A/c. 
1907. | £ s.d.l] ; 

Octs 1)| To Balancé.ss..s:...-.0 610 - -//Oct. 80 |By Cash ........... | 2310 - 
;, 81} ,, Sundries P/B. negate 764 10 2)| ,, 81) ,, Sundries S/B.| 46717 4 
», 81} ,, GROSS PROFIT | 14417 2) ,, 81] ,, Bal. (Stock) c/f.| 928 - - 

£1419 7 4 zee Ui! 
Dr. Cigarettes A/c. Cr. 
1907. eases 

Oct. 1 | To Balance ....... By Cash 8 4 6 
», 31} ,, Sundries P/B. ...... - », Sundries 176 13 6 
» 31| ,, GROSS PROFI 69 14 2) ,, 81] ,, Bal. (Stock) cf.) 290 -- - 

£/ 47418 -) £) 474.18 - 


Profit & Loss A/c. for the month ended 3lst October, 


Dr. 1907. Cr. 
a £ s. dill SSa Gs 
To Bad Debts AJc. ........00005 s.| 181 4 -|! By Gross Profit on :— 5 
», Wages A/c. ........ sies O4 ee = ODACCO a .cecers Teexiole a 
,, Depreciation Alc. 22 - - Cigats 2 anccvoctste 14417 2 
jpn dEterest A] Citese.seiceateds Rineesabe 313 3 Cigarettes ........00-. 69 14 2 
», Trade Expenses A/c. ........ 86-6: 9}, 43. Discount Aje; ...5<.0 98:32 
» NET PROFIT :— Z 
R. Jackson...... £125 15 - 
J. Jackson ....,. 83 16 8| 209 11 8 
£) 486 158) #) 486 15_8 
Dr. Ex. 107 Trading A/c., A Department Cr. 
1903. .||_ 1903. | LeeS.eGs 
Jane jlo Stock ti.csramee at Dec. 81 iq Sales 4.........../2920  - 
Dec.381 | ,, Purchases.. : eearesty & | A SPOCK Se +. (1028 15 4 
gi Ole yy WER GSteencceeences: -|| 
of GROSS PROFIT a7 5 5} | 5 
" g|3048 15 4 | £13048 15. 4 
aes = | | 
Dr. Trading A/c., B Department. 
1903. | £ s. d.{|/_ 1908. 
Vani o Stoclyn ie. \1264 17 3||Dec. 81 |By Sales ... 
Decrel)—,,.Purchases s...c.se 4524 AAs iSite So LOC Ks 
| 1, GROSS PROFIT 1887 9 10 LA 
£7626 9 5 
| | 
Dr. Trading A/c., C Department. — Cr. 
1903. { £ s.djj| 1903. | - LPsi ids 
Janz Ini Rol Stockoencucssess.t (2580 10 4\\Dec.81 |By Sales ............ 8492 - - 
Dec.81 | ,, Purchases............ (5481 128) BL |e S LOCK os 1469 7 8 
», GROSS PROFIT |1949 4 8 
29061 7 8 £/9961 7 8 
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: s s : ‘ > 
Hotel Visitors’ Ledger. ~ 
TUESDAY, 10th FEBRUARY, 1917, ’ (Folio 40.) 
f \€ 
Room |} Room || Room - 55 || Saag 
No. 1| No.2 || No.3. ||, ||Broughtl Gersied fea 
DEBITS, |__| |_| day's | tio'So || sotto 8/8 
Totals || Feb.1 || Feb.1 ||| 2" 
Jacks’n|| Brown || Frost Ban ge ee al 4 
; Regs S| 
5 £/s./d.|| £) s.jd.|! £) s.d,|| £)s.(d.|| £) s.(d.|| £)s.jd.]) | 
Brought forward.. 6} - 2/10) - |) 2)16) - eas 
1) Apartments ......|| | 6|-|| 10) - 6| - || 1} 2} - 10/11) - |i14/13} - |] a). 
2) Attendance ......: 1} - ol 1| - 4) - || 1/19] - |} 2) 3) - || 2 
SiS Bathsives aici cisie Simiocs 6 6 8|.- | 81°6}) 3} 
4; Fires and Light 1| - 1| - 2 - |) 17) | 2) Oe |) 4 
| Breakfasts ........ 2) - 4| - 2) - 8} - jp 8/15) - |) 4) Bp |) 5} 
6; Luncheons ........ 3] - 3] - 4} 110} - || 1)43)-- |) 6} 
VD IMNETSisess siesta e 21 6 5| - 2) 6; |10} - |] 51D) - |] 6R D-H FS 
8} Teas and Coffee.... 1.5) || Bi Ob 1) Siem 
~ 9| Suppers ..... eeidias 110} 6|) 1/10) 6) 9} 
10} Sandwiches, &c.... 5) 6 5} 6)}10) 
11} Servants’ Board.... WL St = | esr iia 
QW ANOS “strata erate ae kets 4) 8) - || 4k 8)- 12 
IB SpalBongacenbor os 1 - 1) - || 3) 9} - || 8]10),- 13) 
14; Alesand Stout .... 6 6|| 5) 6} - || 5} 6}, 614 
15| Aerated Waters.... 110} - |} 1/10) - 15) 
16| Cigars....... Secide I] - 1| - 2) - || 1) 9 1j11) 6/16) | 
17| Carriages ........ 4)- || | 4}- |i al-z}—l) olaal— ling 
US Garage vies c's eee 1} 6 1) 6) 1) 3) - || 1) 4) 61s) 
19) Laundry...... 5086 15} - 115) - 19) 
20) Sundries ...... aac 3] 1) 6) 3) 1) 620) 
SHE Paid Uti Snes sc 6 6|| | 7 6] | 8] - yaa | 
Total of Bill~....// 1| a} |) 1] 5] -|| 3| 8| 6! 5/15) - iba 1] 6/s6|-| 6 | 
CREDITS. » 4 
22) Overcharges ...... 1|- 4} =| 3h 8 Al 61/22 ; 
23) Cash Received .... 3| 7 6}) 3} 7] 650) 2) - 153! 9} 6/28 
24| Ledger Accounts . 1} 5} - 1} 5) - |” 1) 5) - |/24) 
Balance c/f,\| 1) 1) 6} 1) 1) 6) 2)46) - || 1) 1) 6 
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Apartments........ 


_ Aerated Waters.... 


Telephones No. 555. 


589 
(Specimen Visitor’s Bill.) 


Tegra cite ROYAL HOTEL, 
| Limited, 


YORK. 


MR. WILLIAM JACKSON. 


Cheques not received in payment. 


Accounts 
rendered 
wee kly . 


1917, February 


Brought forward .. 


Attendance ........ 
Lo Re Aer 
Fires and Lights .. 
Breakfasts ........! 
Euncheons osc. ese 
DIMMETS. se ncosess 
gh and Coffee.... 
MEDDELS Gas os lee <o1ss 
Sandwiches, &c. .. 
Servants’ Board.... 
WV INES) ccarcic vis lacicle'yie 
viritSteineiecine six, ar 
Ale and Stout...... 


Cigars -.cccccescees 
Carriages ....0.0- 
Garage..cerreseoe- 
TAUNATY ~ closes see 
Sundries .. 2.620 


Paid out :— 
Osta larets sie esate 
Telephone .... 


Carried forward .. 


Total ....0. 


=_ 


aoe a 


HOTEL ACCOUNTS. 


478. The business of a hotel principally consists. in 
providing accommodation and consumables, as well as 
the rendering of numerous services to its guests, result- 
ing in a large number of small transactions of a similar 
character. The two chief aims of Hotel A/cs. are to 
secure (1) promptness of record, (2) detection of leak- 
ages and extravagances. In connection with both these 
objects, and more especially with regard to the latter, it 
will be obvious that the most suitable means to be 
employed must depend very largely upon the size of the 
staff, and it thus follows that a system suitable to a large 
hotel might be found so cumbrous as to be unworkable 
in a small establishment. The Tabular System of 
Accounts is especially useful for statistical purposes, 
and has been found to be so suited to the demands of 
the trade that it has been universally adopted. . 


479. The Account Books in general use are :—(1 
Journal, (2) Cash Book, see page 583, (3) Petty Cash 
. Book, (4) Purchases Book, see page 583, (5) Purchases 
Returns Book, (6) Wages Book, (7) Stock Book for 
Wines, Spirits, etc., (8) Impersonal Ledger, (9) Pur- 
chases or Credit Ledger, (10) Debtors’ Ledger, (11) 
Visitors’ Ledger, see page 584. No Sales Book or Sales 
Returns Book is needed, unless a credit trade is done in 
Wines and Spirits, etc. With the exception of the 
Journal and the ordinary Ledgers, all the books should 
be kept in tabular form. : . 


480. The Visitors’ Ledger is one of the special tabu- 
lar books used in connection with Hotel A/cs., the per- 
pendicular columns forming the Personal A/cs. of the 
Visitors, and the horizontal columns forming the Imper- 
sonal A/cs. of the hotel. It will be noticed from the 
example given on page 584, that each visitor is daily 
debited with the value of the goods supplied and the 


x 


Se CONN, a ee ee) ee ae 
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services rendered. This Ledger is principally written 
up from the Slips, bearing the numbers of the visitors’ 
rooms, and handed into the office by the waiters, maids, 
porters and others. When the visitor pays his bill, the 
amount is entered at the bottom of the perpendicular 


column opposite Cash Received.. The unpaid daily 


totals of each visitor are carried forward to the top of 
the next page or folio, until such times as the visitor 
pays his bill, or until he has left the hotel, when any 
amount owing is transferred to his account in the 
Debtors’ Ledger. Each opening of the Ledger contains 
the transactions for one day, and the first entry at 
the head of each. folio of the Visitors’ Ledger is in 
respect of the charges brought forward from the previ- 
ous day, relating to the visitors who have stayed 
overnight. 


481. The Visitors’ Ledger should be posted at least 
once a month, as follows:—(a) The total amount 


charged to all Visitors for supplies and services should 


be debited to the Visitors’ A/c. in the Impersonal 
Ledger. (b) The total amount in respect of each kind 
of supply or service should be posted to the credit of the 
various real and nominal a/cs. in the Impersonal 
Ledger, such as Apartments A/c., Attendance A{c., 
Baths Ajc., etc. (¢) The amounts owing by Visitors, 
who have left the hotel, should be posted to the debit of 
their respective personal a/cs. in the Debtors’ Ledger. 


482. The Cash Received from Visitors must be 
entered daily in the Cash Book in the column headed 


Visitors, the monthly total of which must be posted to 


the credit of Visitors’ A/c. in the Impersonal Ledger, 
and should agree with the total cash received, as shown 
in the Visitors’ Ledger. A specimen of a Visitors’ Bill 
is given on page 585. 


Specimen Trading Ajc., Profit & Loss A/c., and 
Balance Sheet, are given on the two following pages, 
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BRANCH AND 
MULTIPLE SHOP ACCOUNTS. 


483. BRANCH A/CS. are necessitated where a firm, . 


having a central factory or warehouse, also carries on 
business at one or more shops either in the same or other 
towns; the trade in Groceries and Provisions, Meat, 
Bread, Milk, Boots and Shoes, Clothing, Drapery, 
Tobacco, Medicines and Drugs, being principally the 
subjects of retail branches. Just as it is necessary to 
keep separate a/es. of each department in a business, so 
it is necessary to record the transactions of each branch, 
that the result of the separate trading may be readily 
‘ascertained. While each class of business must needs 
adapt its books to its own particular requirements, 
there are, however, two principal systems in use :—(a) 


where the whole of the accounts are kept at the Head — 


Office ; (b) where the details are recorded in the books 
at the Branches. - 


484. In retail shops, where all the sales are for cash, 
it is not necessary to keep any a/es. at the Branches ; © 


daily or weekly Returns of Sales being made (on Forms 
specially provided, as shown on page 597) by the Branch 


Manager to the Head Office. In such cases all the 


Branch A/es. are kept at the Head Office in a manner 
similar to Departmental A/cs., the record of the goods 
sent to,each Branch being made in a columnar Stock 
issued Book, the weekly or monthly totals of each 


column being posted to the debit of the respective — 


Branch A/es., although in a small concern, with only 
one or two branches, the ordinary Sales Book might be 
used for this purpose. Where there are numerous 
Branches a separate book is kept for each. The cash, 
which would represent the actual Branch Sales, would 
either be forwarded to the Head Office or paid into the 
bank, the amount being debited in the Head Office Cash 
- Book, in which separate columns would be allotted for 
each Branch, the weekly or monthly totals being posted 
to the credit of the Branch A/cs. The Head Office 
would pay the wages and expenses of each Branch, the 
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paynients being recorded in the Branch columns on the 
Cr. side of the C.B. and from there posted to the debit. 
of the Branch A/es. Where a Petty Cash A/c. is needed 
by any Branch, it should be kept on the Imprest System, 
a monthly summary being transmitted to the Head 
Office. The expenses of the various Branches should 


be recorded in an Expenses Journal, specially ruled to 
suit the purposes of the particular business, so that the | 


records are easy to make and compare. 
HEAD OFFICE, STOCK ISSUED TO BRANCHES. 


Leeds. York | Selb 
Date. Details. 2 neg Seti al Senet es aoee 


|. Cost, | Selling.| Cost. ‘Selling. Cost. | Selling. 
Sea 
tox ig | | | | | 

_ 485. Wholesale establishments and Banks usually 
keep complete Branch Books at the Branch, so far as 
the trading transactions and circulating assets are 
concerned, only remitting to or receiving Cash from the 
Head Office, as necessity arises. The Books of the 
Branch required for a merchant would consist of 
Journal, Purchases, Sales, Returns, Cash Books and 
Ledgers ; the Purchases and Returns Outwards Books 
being ruled so as to show, in a separate column, those 
goods received from and returned to the Head Office. 
The Opening Entries in the Branch Books would 
generally consist of Cash (enter in C.B.), Stock (enter 
in Trading A/c.), and Sundry Debtors (enter in separate 
Personal A/cs.); the total of these three a/cs. being 


| 


credited to the Head Office Adjustment A/c., which. 


takes the place of the usual Capital A/c. The liabilities 
to Sundry Creditors would be debited to the Head Office 
Aje. and posted to the credit of the separate Personal 
Ales. The monthly totals of the Head Office columns 
in the Purchases and Sales Books, &c., should be posted 
to the ‘‘ Head Office A/c.” in each Branch Ledger. On 
re-opening the Branch Ledger, after the periodical 
balancing, the balances of the various a/es, are brought 
down in the usual manner, 
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486. It is advisable that the Cash Recelpts of each 


Branch should be paid direct into the Bank, a weekly 
statement being rendered to the Head Office from which 
a special columnar C.B. should be compiled, showing 
the receipts in respect of each Branch, the monthly 
totals only being debited in the ordinary Cash Book at 
the Head Office, thus :—‘‘ July 31. To York Branch 
£200,” which would be posted to the Branch Adjust- 
ment or Current A/c. in the Head Office Ledger. A 
similar columnar book would be needed for recording 
the remittances by the Head Office to the Branches, 
the entries and postings being reversed. Rar ee 

487. The a/cs. recording the Capital and all the 
fixed Assets, such as Business Premises, Plant and 
Machinery, Furniture and Fittings, Goodwill, &c., 

‘would be kept in the Head Office Ledger only ; also the 
totals of the Debtors, Creditors and Stock, the amounts 
of which three a/cs. would either be absolutely extin- 
guished or materially reduced by the transfers to the 

' respective Branch Adjustment A/cs. in the Head Office 
Ledger. When there are such fixed assets as “ Furni- 
ture & Fittings ” at each Branch, a separate a/c. must 
be opened in the Head Office Ledger for each Branch, 
so that the depreciations and additions may be clearly 
shown. On depreciating an asset in the Head Office 
Books the Journal entry would be: “‘ Branch A/c. Dr. 
to Asset A/c.” while in the Branch Books the Journal 
record would be: ‘ Depreciation A/c. Dr. to Head 
Office A/c.” 

488. The Branch Cash Book fotal Receipts should 
be debited and total payments credited to Head Office 
A/c. when all cash is passed through the bank. As the 
C.B. merely contains a record of sums paid to or re- 
ceived from the Head Office, it does not need balancing. 

489. In transferring goods from one Branch to 
another it is advisable to record the transfer in all three 

sets of books, and thus avoid the necessity of the 
Branches keeping a/ces. with each other. Suppose that 
the York Branch transfers goods to Selby, the entry 
in the oe Office Books would be “ Selby Branch Dr. 
to York Branch’; in the York Branch Books enter : 
“ Head Office A/c. Dr. To Purchases A/c.” ; and in the 
Selby Branch Books enter: “ Purchases A/c. Dr. to 
Head Office A/é.” 


WEEKLY CASH SHEET. 


Wialls:«,lalastie"snters ewes’ axal's u)a'sre.0'e's BRANCH: 
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Statement for week ending... Betton ne | BAe 
Date.| Receipts. £ |s./d.|| Date.| Payments, £ s. d, 
| Monday.... By Bank ...... ; 
Tuesday .... |p op te eee 
Wednesday .. Shi ae vase 
Thursday.... Vp aeore ome eaves 
Friday ...... page Tne epee 
Saturday .... fi Ute Obodon 
|Total for week £ Total Bank £ Sag 
; | “By Wagesaslist 
,, Commission 
,, Petty Cash 
4 as below .. 
», Goods Pur- 
5 chased as 
below .... 
,, Advertising 
and Bill Dis- 
tributors .. 
Or mes 
Goods Purchased. — 
(Including refunds to Petty Cash Expenses. 
i Customers). : 
Date.| Particulars. £ |s./d.|} Date. | Particulars. | £ Is.ld. 
ay Peles 
f 
Total ef | | Total £| 


Change kept at Branch & 


. 


Manager's Signatuvesscccrserercees 
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490. In balancing, each Branch prepares its own 
T.B., Trading, P. & L. A/es. and BS. transferring 
the profit shown to the credit of the Head Office 
Adjustment or Current A/c. ; the balance of the latter 
appearing in the Branch B/S., as a liability and thus 
representing the Capital of the Branch. The total of 
the Branch Assets, minus the total of the Branch 
Creditors, should equal the balance of the Branch A/c. 
In the Head Office Books the amount representing the 
profit of each Branch should be debited to the Branch 
Adjustment or Current A/c. and credited to a summar- 
ised P. & L. A/e. 
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Example I. - 

Dr. Head Office A/c. in the York Branch Ledger. Cr. 
1914, | ; £ 914. ie 
July -1 |To Sundry Creditors | 1085 \July 1 By Sundry Debtors 1500, 

- », Cash paid *™ | ete Weta ys FIREUDES Ha rer 105, 

to | into Bank | | 1) .,, Stock of Goods 700 
Dec, 81 | iby Branch .cc...+. 1| ,, Cashinhand... 20 

» 31 | ,, Returns —| 2825 

Pea ag OAV ANLE CI}, ve meceves _», Goods received 

| from 

| Head Office......... 966 
,, General Expenses...| 100 
a |_,, Depreciation. ......... 5 
ees | ,, TransfertoP.&L.Ajc.| 529 
| oe | HI in 
| | | | £3925 
| | £8925) 1915. | ea 
| j———= Jan. 1 By Balance ,,.,........ b/d) 1545 

York Current or Branch A/c, in Head Office Ledger. 

Dr. Cr. 
~ 1914, | S| #£ | 1924. | | £ 
July 1 |To Sundry Debtors 1500) Joly 1} By Sundry Creditors ...| 1085 _ 

+e ket, bimiuses.7-.-..2 105) \| 4, 11 4, Cash paid > 

» 1/| ,, Stock of Gcods 1700! to. | into Bank 

;, 1,,,-Cashin hand... 20 Dec. 31 | by Branch 
: ——| 2325)| ,, 31 | -,, Returns ....... 

» 1) 4, Goods received H » 31 | ,, Balance cfd. .... 

to from | 
Dec.31 | . Head Office......... | 966); | 
-,, 31 ,, General Expenses...) 100) | se | 

» 81 ,, Depreciation | 5i} Ere 

s, BL} ,, TransfertoP.GL.Alc.| =| eo 

| aes 
+ | 25) ae eee pone 
1915. | | £3925 
Jan. 1 |To Balance ............ b/d|__1545)) ss. 


> 


600. 


Trading and Profit & Loss A/c. for the half-year ended 


Dr. 31st December, 1914. Cr. 
“| Head; York |-- rs Head| York |p. 
- | Office Branch. roel: Office|Branch, | t2!- 
| 800 0 | seo0! By Sal 049 ié00 ss 
TO StOCK + .,.ccessnasecsears 1 | 2500!) By Sales...... 4 
y> Purchases ........06.5 3415) 966 | 4381) ,, STOCK..| 2000} 800 | 2800 
», General Expenses,| 415) 100 | 515 
;, Depreciation......... 10 5 15 
}, NET PROFIT ...| 1409) 529 1938) e 
. £1049| £2300 | £9849 | £7049| £2800 | £9849. 


Misses Sheet on 3lst December, 1914. 


Liabilities. - £ Assets. & 
SUNDRY CREDITORS :— Cash :— 
= Head Office ..:..cssssccasnee oop yi on | Head Office ......... Sateen oa £900 
York Branch 2.0... 1100) 3457 York Branch .........0006 50} 950 
CAPITAL, Ist July, 1914 £5000 Sundry Debtors :— 3 
Add Net Profit ...j.c0008 1938) 6938 Head: Office seaecwee sontsnacee £2100 
a York Branch. .csvcsssaee 1695| 3795 
wn Stock :— 
Te Head Office 
Yo ~ York Branch 
ve 
Ve sie i © IPLEMISESWeesescosenauscedsedcevunseaucate 
r ee ; |p Fixtures :— ; 
oe Head aise 
_ ess Depreciation 
rm 
wae York Branch 
te x ess Depreciation 
8) 10395 £| 10395 
pon ome 


= y 


Example 2.—Hepworth & Co., of Bradford, send to their 
Branches at Leeds and Hull, goods at selling price. Except the 
Sales Ledgers, the whole of the A/es. are kept at the Head Office « 
at Bradford. From the following particulars prepare the Branch 
A/cs. in the Head Office books. 


Leeds Branch, Hull Branch. 


Cashin sh ac Ss ateciaivaisae citiav sue sateen £36 £20 
Stock at selling price, lst July, 1912 .. 4000 2809 
Sundry Debtors, lst July, 1912....... 1500 1080 
Goods received from Head Office ..... 30000 20000 
Returns to Head Office’ ...... ahaa 400 240 
Goods sold on oredit ....... sacanemetieth 19640 12780 
Goods sold for Gash ............+.+. , 10800 6642 


0 ee a oe ee Pe 


At ae ONO 


- 601 
Paymenta by Sundry Debtors ......... £19230 = £12384 
Allowed to Sundry Debtors for Discount. . 320 214 
Mvpile Wxpenses sees na Pole ccs we Sea 8 230 152 
Wages and Salaries .........0...seceecs 1240. “980 
Rent, saaniee & Insurance ........ Satire 650 380 
IDG UMENAOB)T 5 5c sxctneisictajticce vic vic «teas Meine 210 82 
Difference between Cost and Selling Price 236 152 


Head Office figures as follows :—Stock, Ist July, 1912, at cost, 
£15200 ; Stock, 31st December, 1912, £13800 ; Cash in hand, £44 ; 
Cash at Bank, £3280 ; Purchases, £27242 ; Capital A/c., £19604 ; 
Wages and Salaries, £2040; Rent, Rates & Insurance, £696 ; 
Trade Expenses, £840; Discount -received, £528; Sundry 
Creditors, £4864 ; Freehold Premises, £10400 ; Fittings & Fix. 
tures, aB2E0'; Depreciation; £1300. 


- 


Dr: Sundry Debtors’ A/c. Gr. 


epee L Hull Tieeds (iu! 
(Branch. Branch. 


oh Balance, Ist July byf| 81500. £1500 | £1080 | By Cash ....... apeatees | £12884 
, Sales on Credit ...... 19640 | 12780 » Discount . 820 214 
», Bad Debts. 210 82 
$y DSAVANCE cccsveees 1380 1180 
£21140 | £13860 £21140 £13860. 
—— Ss oe 


Expenses Journal. 


Ss : Renteu(h Gia: oe ; 
ei ae Trade | Rates & |Discount.| Bad _ | Deprecia- 
Salaries. | Expenses|Insurance Debts. tion. 

£840 98 £1300 
230 650 £320 £210 

152 380 214 82. 

gima | gi7a8 | _-£584 £292 | £1300 


a ; i 
Branch A/es. in the Head Office Books for the half-year 


Dr. ended 81st December, 1912. Ske : 
— idl ~——— - 
\ |Teeds | Hull Eiceds (Hall, 
(Branch. iBranch, |Branch. ‘Branch. 
Z | ae ] Credi | 19640 | | 13780 

To Stock, Ist July...| i000 2800 | By Sales on Credit ...... | | 
; | 30000 | 20000] ,, Sales for Cash......... | 10300 | 6642 
HE AODAS:. cnccacsasess Le Re Oe 400 | 240 
ae ,», Diiference between 

aS | Cost & Selling Price 236 162 
ee | | » STOCK, Bist Dec...., 8424 | 2986 
a “£38000 £22800 £34000 | £22800 
. Te eS —a ——aatet 


Branch, ‘Branch. 


Trading & Profit & Loss A/c. — 


for the half-yearsended 31st December, 1912. Gr, 
ijuip ce esasae £15200 | By Sales— _ % . 
sone ees 27242 Leeds Branch ...... #29940 
-”, GROSS PROFIT c Hull Branch ...... 19422 £49362 
. ~ » STOCK, Bist Dec. ....0....6 » 13800 
: £63162 = 263162 
To Wage d Salarics ......00 £4260 By Gross Profit b/d. ........... £20720 
Hs Reet Rates & Insurance ... 1728 » Discount received .,........+ 628 
7 Drade Expenses © ..s.cscscnsrsee 1222 ee 
4, Discount allowed ......0 534 : =e ae 
Fi: Bad- Debts’ nicsicccsensntsesstere asteoe Se 
», Depreciation, .., ease ee sd 
”, NET PROFIT = 
eai24s 
BALANCE SHEET on 3lst December, 1912 
Liabilities. £ : Assets. a hea 
Sundry. Creditors .tn.c-<neens0 4864 | Cash in hand :— 2 
CAPITAL A/je.,. Head Office ™....2....< 
Ist July, 1012s... £19604 - Leeds Branch 
Add Net Profit for Hull Branch .... 
Half<yean? ascesesrsare 11912} 31516 
Cash:at. Bank jcatevescateccasee 3280 3380 
Sundry Debtors :— 
ee oe Leeds *Branch-..t,0,-< 1380 
eee . Etull Branch <ecccsuee ow» 1180 2560 
Pe SOCK. vai sccssccsecasaenousaeiaaeaeoene wee 
PA Freehold Premises ......cceccceseee 10400 
oe Fittings & Fixtures .....cccccccceee 6240 
£36380 ~ £36880 


Example 3.—The Head Office of Taylor & Co., of Sheffield, 
send to their two local branches, goods at cost price, the cash 
received being paid to the Head Office daily. Prepare Profit & 
* Loss A/es. for the two Branches for the half-year ended 30th 

June, 1913, from the following particulars :— 


Stock, lst January, 1913 


ee eae 


Albert Road. Petre Street, 


Goods received from Head Office, less 


Returns 
Stock, 30th June, 1913 .2.... 
Cash paid to Head Office 
Rent, Rates and Insurance 
Wages and Hxpenses 


eee ne 


Sundry Debtors, lst January, 1913 ... 
Sundry Debtors, 30th June, 1913 


NC ie TC Te War Be Yea a Dre) 


were 
Cal Ley 


Cas £760 
rections 5340 4235 
Ss orsenara 630 870 
Areca 208 7300 6550 
Rea oe 260 210 
SHEARS bs 440 325 
100 85 

aint 95 


~~ 80 


ey ea fe ee Oe ee Ae oe 


-- Albert Road Branch Profit & Loss A/c. 


Dr. ~ for the half-year ended 30th June, 1913. Cr. 

I a | To Stock | : 
an, PONS Acctoseakerrsxs a e760) June 8d |By Cash” ..h..cc.ceecives. 7300 
Feige © | », Sundry Debtors ... 100) 860 i ame Cf Wats £630 

—— », Sundry Debtor. 

June80 | ,, Goods from H.O. *......... ; cla 2 oer eee 5] 725 
ie oO ae t, Rates & Insurance ee 
ees eet ges and Expenses ... 
qe JE PROFIT 25 ase 1 

. £ as 
1913 - £/8025 

July 1 | To Stock b/d. ............ £630) — 

Wook | », Sundry Debtors b/d. 95 

Petre Street Branch Profit & Loss A/c. 
Dr. - for the half-year ended 30th June, 1913. Cr. 
1913 -| 1913 

egaioel: BO StOCke cc cccwewewvenscsce £645 June 80 |By Cash ........c0ccsseeees 6550 
» | ,, Sundry Debtors ... 85) 73 ap BO 12 OtOCR Claw ..caseOl0| 

—| », 80} ,, Sundry Debtors 

June30 | ,, Goods from H.O. ......... 4235) OCs tecanerisaaie 950 
= », Rent, Rates & Insurance) 21 — 
ee. » Wages and Expenses ...) 325 
5 SE PIP RGETT: \occccsessse 2 

ae £75 — 

July 1 | To Stock b/d £810 ig aes 

. ju d toc wieaseaestiees 10) a 
ie 1 ay Debtors b/d. 80) 95 | 


Example 4.—H. Crossley & Co. have a Head Office which acts 
as a distributing centre to their two Branches, where all Sales 
are made. All Purchases. are made by the Head Office, and 
goods are charged out to the Branches at selling price. All 
Expenses are paid by the Head Office, where the books are kept, 
except the Sales Ledgers, which are kept at the Branches. The ~ 
Head Office, however, keeps Total Debtors’ A/c. in respect of 
these. On taking Stock at the Sheffield Branch at selling price, 
it was found that the actual Stock was short by £24, compared 
with the balance of the Stock A/c. In the same way the actual 
Stock at the Glasgow Branch was greater by £14 than the 
balance on their Stock A/c. It was decided to write off these 
differences: From the particulars given, write up the Branch 
Ajes. in the Head Office Books, and prepare Trading and Profit 
& Loss A/es, for the year ending 31st December, 1914, and 


Balance Sheet-as at that date. 


qj 
ran 
> a ~ 
~~ Pe = 


Accounts, 5 Head | Sheffield 


Gilien 
Office. | Branch. | Branch. 
sei ean ve peels tS ee eae [ates “ee a 
| . * | goo | 600 
Stock at Selling Price, Ist Jan., 1914 mee ! 
Goods sent to Branches «...1..-ssesererseee : 80000 20000 
Goods sold on Credit .... ade 19640 12780. 
Goods sold for Cash.........20.++ 10800 6642 
Goods returned to Head Office... 400 240 
Allowances off Selling Pee a saswats ; 286 152 
Debtors at Ist January, 1914 .. nae 1600 1080 
Cash received from Debtors...... Baca 19280 12884 
Discounts allowed to Debtors ... i vend p 220 914 
Bad DEDUSceccecanvssscsscccsovaschesnaseesecsncaces percneenors sat ‘i 210 82 
Stock, Ist Jan., at H.O. and Branches . Ueekatitebiasva| oes LOaUO) 
Ditto, 31st December, DOUG cccatseseivones | 18800 
PurchaseS® s.cccccsetcoescenseeeces nee wa.) 27242, . 
Salaries <c.csctunssostcaacearussrenusiene | — 2040 1240 980 
Trade Expenses.......ss0ssseersee ase 840 230 152 
Rent, Rates & Taxes bed ea 698 650 880 
Depreciation eieicses onto 1300 
Discounts Received . a 528 
(OPTeethto} Sty capcom Sinner NaS econ ceo areas a 4864 
H. Crossley, Capital A/c. a seesee| 29884 
H. Crossley, Drawing A/c. ao wanivacesef = LO280 
Leasehold Sremises ...... .-| 10400 
Fixtures & Fittings 6240 
Cash at Bank ,.......:.06 eeeee ae 8280 
Cash in hand ..........008 ey teeta cata Raise cori 44 36 20 
’ Branch A/es. in the Head Office Books 
Dr. for the year ended 31st December, 1914. Cr. 4 
Sheffield | Glasgow Sheffield | Glasgow : 
Branch, | Branch. Branch. | Branch, 
£ £. £ Pe 
To Stock, 1st By Sales on Credit .| 19640 .|, 12780 aq 
AN aes acesess 4000 1, Sales for Cash...) - 10800 6642 a 
, Goods from », Returns to H. O. 400 240 
AO) ercdseasees 80000 1, Difference _be- ; 
,, Differencein + tween Cost and a: 
Stock ...... Selling Price ... 236 162 j 
», Difference in : ; 
SLOGK ai eaccsczoeess 24 j 
» STOCK, Bist 
December . chf. 8400 3000 in) 
£34000 £22814 ~. | £84000 £22814 
qe | Gee | Saas | SSS rece : 
Dr. Sundry Debtors A/c. Or. 7 
— Ss SSS SSS 
2 LheeS. Bi aie G.B. S.B. G.B. 
£& oe & & 
To Balance, Ist By Cash ..ccccccccsoere| 19280 12884 
Jansen sdaa 1500 1080 », Discount .. : 820 a14- 
1, Sales on », Bad Debts......... 210 82 
Credit ......| 19640 12780 | ,, Balance.........cff.| 1880 1180 
£21140 


1 Te 


TT = 


Trading and Profit & Loss A/o. 


of H. CROSSLEY & Co., for the year ended 3ist December, 


Dr. 1914. Cr. 
bes, aj oes Estplanivcrcnstvessctcesacs 15200 By Sales :— £ : 
UFChASES .......00005 Sheffield Branch . esse 29940 
“8 } GROSS PROFIT...” Glasgow Branch ...... 19429) 
4 —| 49862 
» STOCK, Blst Dec.......s.0..00+- 18800 
£63162 
To begs = E5 
Hea CE..sseensneyers. 2040 By GLOSS Ec OUteercsssveasssoneecntaned 20720 
Sheffield Branch ....,.1240) », Diseount Received...........500 528 
Glasgow Branch .,,..... $80) 
», Trade Exs. :— 
BGad Office. ..ccsscceuess 840 
Sheffield Branch ...... 230 
Glasgow Branch ...... ks ) 
», Rent, Rates & Taxent — a 
Head Office....cccecseces 698 : 
Sheffield Branch ...... 
Glasgow Branch ...... 380 
» Discount Allowed :— Sts 
Sheffield Branch ...... 320 
Glasgow Branch ...... 214 
:, Bad Debts :— 
Sheffield Branch ...... 210 
Glasgow Branch ...... 82 
: »y Depreciation _.,.......+.. a 
BAUME PROELE Nvacioncn: 
£21248 
ea 
BALANCE SHEET of H. CROSSLEY & Co., 
_on 3lst December, 1914. 
Liabilities. Assets. 
Sundry Creditors ............0000. ie64 Leasehold Premises....c..s:scese0e- 10400 
Fixtures and Fittings ............... 6240 
CAPITAL Ajfe. :— £ MtOG I warsedisesstebesiaeseccaaernsaapeeese 18800 
St Fan., TOES vovcvseceso 29884 Sundry Debtors :— £ 
VAAGYEROMUS eveveysctyecas 11912 Sheffield Branch ......... 1880 
_—_— Glasgow Branch......... 1180 
41796 a 2560 
Tess Drawings ....... .» 10280 Cash—At Bank a 3280 
—=— In Hand :— 
Head Office ......... 
Sheffield Branch ... 
Glasgow Branch... 
¢ 


606 


Example 5.—The following are Trial Balances of the Head 


Office and Derby Branch, respectively, 


of a business at 31st 


December, 1915. Prepare amalgamated Balance Sheet, and 


- 


show the Derby Current 


Account in the Head Office books. 


Head Office. | Derby Branch. te 
Dr. Cr. Dr. Cr. = 
£ £ esate ne 

Share Capital csicccccorcssessenscsesnsrennsnanacscnsacsees : 21000 

P, &L. Aje. 1st January, 1915 530 3 

P. & L. A/c. Profit for year . 6200 1900 

GOOd Will .......ccssseccseseccercseeene 5000 

SFG Kee eeatns aameg arcsec nts co casebe anes seated lasses saree 6500 3200 

Sundry Debtors cisccseseccccecsreesssssrersreeeseesere 7300 4100. ¥. 

Sundry Creditors......ccceecccsesceeecenevernseerseeensces 3100 1600 

Casliticercntanctuacaasnsecarsvencopnanesond desert Wesesonds Manatee '2100 520 

Plant and Machinery .. 4300 4 >t 700 

Reserve for Bad Debts .........c.-csecensseussvnsertes 250 j 140 

Goods sent to Bramch.....-.sccseesesssesenerseeesesees 1500 1500 
Cashesent to Head: Office ....,.cccecsesexssvansscesnave 2000 2000 — 
Branch A/c. 1st January, 1915 ...........csere 6380 6380 


Dr. Derby Branch A/c. in Head Office Books. 
~“T915 £ 1915 | is 
Jame “4: Do Balance= i. ccccsescsssaneuees 6380 } Dec. 31 By. Cash is.s0.5. «| 2000 — 
DeGasliiliy sy GOOGS © seatrsscososneseonmecens 1500. | 4, Balance- ..,,..) “7780 
», Transfer toP.& L Alc.| 1900 | 
‘ | ere: 
£9780 | £9780 
Jan. 1 | To Balance......... Sp aeserreseers £7780 
t | 
BALANCE SHEET on 31st December, 1915. 
Liabilities, Assets. & 
Share Capital :— i GOOG Will Px ivicccssteseecdetsveaaneecs 5000 
21000 Shares of £1 ea. fully Plant & Machinery :— 
ALGO cetesipeaseasacsewerseseuNenees Head Office..........0000 £4300 
Sundry Creditors :— Der byeigevsntensncseteeres 1700; 6000 
Sead Omcesissarccnanseasee £3100 PEERS | 
Dex bye sertenasenccesoseveses 1600} 4700: | Stock :— 
— Head “Offices vsesssuberar « 6500 
PROFIT & LOSS Aje. :— TOLD Yn cccgaeessecverenmetees 3200) 9700 
Balance on Ist Jan. ...... 530] _ a 
Add Profit for year ... 8100! 8630 | Sundry Debtors :— 
— Head Office...... £7300 
noo Less Reserve 250 7050 
a é Derby iscecccences 4100 
; = Less Reserve 140 3960) 11010 
Se Cash :— 
Head Office. 
Se Derby's cree Muoteeanaune 2620 
ie —— 
£34330_ 


WEES SN Geeta ae ee ae 
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BRANCH EXERCISE 1. (Departmental Method.) 

-John Woollen and Alfred Worsted were in partnership as 
wholesale clothiers, and also had retail shops at Pudsey and 
Bradford. Separate a/es. of the factory and branches must be 
kept. On Ist Jan., 1904, the following balances were standing 
in their books :—Cash £71 18 4; Bank overdrawn, £231 17 6. 
Plant and Machinery at factory, £2000 ; Fittings, &c., at factory, 
£700 ; Bradford, £80 ; Pudsey, £40. The factory owed A, Archer 
£500, and Sundry Persons £300 — 10 for goods supplied. There 
was owing for goods supplied by the factory to sundry persons 
£800. Stocks :—Factory £900, Bradford, £280, Pudsey, £160. 
Capital owned and profits divided in the following proportions :— 
J. Woollen two-thirds and A. Worsted one-third. Open books, 

post, raise Trading A/es., P. & L. A/es., and B/S. 
Jan., 1904. £ rsh 
2. Goods forwarded from factory to (B) £84; to(P) 50 -— - 
Sent from factory to sundry persons on a/c. of (B) 12 -— - 


Ta 
‘ll. Goods returned from (B) and forwarded to (P) 25 17 


Carr. pd. by (B) chargeable 4 to facty. &}to(P) 1 7 - 
12. Reed. from sundry persons. Cheques £126 2 6, 


P.O.’s £25.17 6, Dis. allowed £81 ......... 160 1 — 
e-Paicd into Bank .).5 n= 020 ba craitomrace syeLeae rsa 150 - - 
13, Paid sundry persons—By cheques £29 15-, by = 
EO Seed OF gE CA VOra— 2 cre shameiole 6 cecsiecet 38 19 - 
14. Goods bought from A. Archer (factory) ....... 220 - - 


Paid A. Archer cheque, £292 10 -, discount ... 710 - 
Drew £140 from Bank and paid wages at factory 129 18 10 
16. Bot. goods from C. Coates, value £35, which were 
forwarded direct to branches and invoiced to 
them as follows: (B) £2910—; (P)£1010- 40 - - 
19. Received note from (B) for goods returned to C. 
Coates amounting at factory invoice price to 
£9 19 — (the cost price being £8 15 —) carriage 
paid on same by (B) £1 06, chargeable toCoates 
Forwarded goods to branches from factory (B) 


ELSA cia (Eee Oo VOU soa: 5 axcharsusSe oan /aieNero ie fie 250 17 2 
20. Sold sundry persons from factory, goods ...... 317 15 4 
22. Goods supplied from (B) to sundry persons on 

By LCrOk AA CUONY oie reefers elena rile + cr arayeceie. aie sls 27 10 8 
28. Drew £100 from Bank and paid factory wages 131 19 3 


30. Received statement of cash sales from branches : 
(B) £360 3 2, (P) £264 19 — from which the 
following payments must be deducted for 
salaries, rents, &c., (B) £27 10-,(P) £19176 47 7 6 
Received balances of cash. Paid into Bank .. 580 - - 
Received carriage a/c. for month (payable on 
Feb. 6th) two-fifths chargeable to factory, 
two-fifths to (B), one-fifth to(P) .......... 25-15 = 
Interest on Capital at 5% to be allowed. 


Stocks at factory, £950; B. £310; P. £140. (Ans. next page.) 


io at 
ieee y 
‘<> | ce ‘ 


Pe er 


Answer.-—Profit : Factory, £275 10 11; Bradford, £119 14-3 
Pudsey, £66 18 2; Net, £44617 9; Cap., J. W. £2075 141; 
A. W., £1487 17 =; Total of B/S., £5259 14 11. 


BRANCH EXERCISE 2. (Separate. Books at Branch.) 
A Leeds firm have a branch at Halifax, the following being 


the opening balances of the branch. Enter these and the — 


transactions in the Branch Books which complete ; cheques 
being drawn by the branch on the Head Office Bank ‘Ale. when 
making payments. Ist Jan., 1906. 


Sundry Creditors :— Stock in hand.....6...secneee £150 - 
Walter Smith ......... £20 Sundry Debtors :— 
A Vinele octets iepereeners 10 Thomas Jones ....... £10 
Mom Wield: Line asic eres > Herbert Ford ....... 15 
Ernest Williams ....... 10 ‘John Hill. <).< ose sels 20 
—— 45 William Teal ........ 15 
Head Office A/c. .......200. 165 — 60 
Jan. 2. Received Goods from Tom Field ............ ors 20 
Sold Thomas Jones, Goods .............++6- bree 4!) 
» 6. Received Cash from Thomas Jones ........+.+55 10 
» 8. -Sent Cheque to Tom Field.................200- 20 
», 20. Sold Goods to William Teal ........ ARSENE Pee athe 37 
», 20. Sold Goods to Ernest Williams .............++- 5. 
» 20. Sent Cheque to Walter Smith ................. 15 
5, 29. Received Cash from William Teal ............. 37 
» 29. Received Cash from Ernest Williams ........ eo 


» ol. Stock in hand, £145. 


Answer.—Branch Profit, £17; H. O. Bal. £165; Total B/S. 
£205. 


BRANCH EXERCISE 3. 


A South Wales Provision Merchant has several branches which 
are supplied from the Head Office. Each Branch has its own 
Sales Ledger, and hands over the total amount of cash received 
to the Head Office every day. In the invoices for the goods 
supplied by the Head Office to the Branches, 25% is added to 
the cost. All expenses are paid from the Head Office. From the 
following transactions of the Branches raise the Ledger A/cs. in 
the Head Office Books, and prepare an a/c. showing gross 
profit :— 


‘ 1 Cardiff. “E00” i oe 
Goods neceived from Head Office .. £5500 3500 


otal Sal@sis 2s <serciers kecsemagateteletens 5200 4300 att 
@aSht SAlOg = Asianes wate « peaerne » 2750 2250 1650 
Cash received on Ledger on a 2250 1850 1250 
Debtors at commencement . . 1555 1665 1350 
Debtors at close .......... tee HOD: 1865 1550 
Stock at commencement . Fens 750 650 — 450 
Stock abiclosora siceleiaass ctalalolem tient 1060 960 760 


_Answer.—Profit, Cardiff £1048; Newport £948; Bridgend 
548, 


>. 
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Exercise 101. (W.R.0.C. Advanced, 1897.) 
_i. “After writing up the Trading A/c. of the West Riding En- 
gineering Co., on 31st Mar., 1897, these balances stood in the 
books. Tt. Balances:—Debtors £2800; B/R. £2200; Plant, 


Machinery and Tools £3000; Office Furniture ‘£100; Horses and 


£2880; Interest £60; Stock £4020. Or. Balances :—Creditors 
£1200; B/P. £2060; Trading & P/L. £1080; Provision for Dis- 
counts and Loss on Debts £240; Provision for Outstanding 
Liabilities £120 ; Joseph Picker’s Cap. £5000; Wm. Bean’s Cap. 
£6800°; Complete the P/L. A/c. and prepare B/S., crediting to 


each Partner one year’s int. at 5% on his cap., and a, half-share 


in the net profit. 

Answer.—WNet Profit £430 ; Capital J. P. £5465; W. B. £7356. 

2. John Nightingale, East. Street, Sheffield, sells to the Low 
Moor Iron Co., on 4th Mar., 1897, 40 tons of :Scotch Iron at 45s. 
per ton ; 10th Mar. 100 tons of Swedish Iron at 44s. per ton ; 19th 
Mar. 80 tons of Hematite Iron at 42s. per ton ; and receives 30th 
Mar. £200 on a/c., and on 2nd Apr. a B/E. at three mos. for 
£250. : 

(a) Make out an Invoice of the first transaction. _ : 

(0) AStatement of Account on 27th July, 1897. (Bal. £28). 

(c) Draw the B/E. mentioned above, make it payable in 
Leeds, and write upon it an acceptance for payment 
at the Leeds Joint Stock Bank, Ltd. ¢ 

(d) Note at the left-hand side the amount of Stamp Duty. 

(e) Also rule a form of John Nightingale’s Bill Book, and 
‘enter in it the particulars of this Bill. 

8. (a) What entries would appear in the Low Moor Iron Co.’s 
books in respect of the B/E. mentioned in the foregoing question ? 
(6) Make a copy of John Nightingale’s A/c. as shown in the 
Co.’s Ledger on 27th July, 1897. 

4, What would be the effect on the a/c. of a business of the 
following errors in Book-keeping :—(a) A sale of goods of the 


_ value of £25 posted to the debit of charges a/c., instead of to the 


debit of the personal a/c. of the purchaser. (b) A sum of £40, 
paid for rent of premises posted wrongly to the debit of a 
personal a/e. (c) A payment of £200 10s. entered in the C.B. as 
£220. 

5. What are Cost A/cs.? State shortly how they are 
prepared. Give an example. 

- 6. Journalise the following Waste Book entries :—(a) I pay 
cash £400 for John Wilson’s Draft on Leeds Joint Stock Bank, 
Ltd., and remit it to the Bradford Old Bank, Ltd., to cover my 
bill payable now due at the latter Bank. (6b) On opening my 
books, f have an outstanding consignment of goods to Bombay of 
the value of £800. (c) John Smith, my porter, having been 
injured has sued me for damages and obtained a verdict for £25, 
which I settle by cheque. (d) My clerk has lost a ten-pound 
Bank-note which I deduct by instalments from his salary. . 


7. What is a Sinking Fund and Reserve Fund ? Illustrate. 


U 


= 


é, . 


Conveyances £500 ; Bank £850; Cash £90 ; Leasehold Premises 


pr ne 


610° : : ve aed 
Exercise 102. (W.R.C:C. Advanced, 1898.) 


1, Hy. Bennett, Chas. Mellor, and Ed. Bradbury are in part. 
nership as Wholesale and Export Clothiers. Their Cap. on Ist 


Jan., 1897, was £12000, divided as follows :—H. Bennett, one- j 
fifth ; C. Mellor, two-fifths; and H. Bradbury, the remainder. : 
On 3lst Dec., 1897, the following Balances stood in the books :— + 


Dr. Balances:—Freehold Buildings £6406; Plant and Machy. Bs 
 -£1395 5 7; Stock £3928 16 6; Debtors £4127 5 6 ; B/R. £1459 18 

6 ; Bank £2763 9 7 ; Cash £135 15 8 ; Bennett’s Withdrawals £311 

1 9; Mellor’s Withdrawals £240 ; Bradbury’s Withdrawals £400. 

Cr. Balanees:—Mortgage £4500 ; Ors. £2240 2 5 ; B/P. £2427 108. 

Prepare B/S.; also Bennett's, Mellor’s and Bradbury’s Cap._ | 

A/es. : 

pea kaens H.B., £2088 183; C.M., £4560; H#.B., £4400. 

2. Make out Trading and P/L. A/es. of the Flyaway Bicycle 
Co. from—Ist Jan., 1897, Stock of Finished Machines £9600 ; 
Raw Materials £2500; 31st Dec., Materials purchased during 
year £12500; ‘Productive Wages paid £16500; Manufacturing 
Exs. £4600; Sundry Branch Exs. £8000 ; Travellers’ Salaries 
£3000 ; Agents’ Commission £1800 ; Bad Debts £1650 ; Deprecia- 
tion of Machy. and plant £1250. During the year 10000 Machines 
were sold, realising in the aggregate £105000. On the 31st Dec. 
the cost price value of the raw materials on hand was £2200 ; 
and the Stock of 460 Finished Machines £3680. ‘ 

Answer.—Gross Profit, £65180 ; Net £49480. ; 

3. Darlow & Walsh are the acceptors of a bill at 4 months date » 
for £659 14 8, due on the 24th January, 1898. A few days before 
it matured D. & W. found they could not meet it and wrote to 
the drawers, Messrs. Harle & Creasey, requesting them to renew 2 
the bill for 3 mos., adding int. at 5% per annum. ‘The drawers 
(Earle & Creasey) expressed their willingness to do so condition- | 
ally upon Darlow & Walsh lodging security with them for the 4 
amount of the Renewed Bill. D. & W. offered as security 5 
eustomers’ bills, viz. :— 

1. H. G. Bourner & Co.’s bill £209 11 6, due 14th February. 

2. Neville & Co’s bill £173 4 9, due 26th February. 

3. James Hordarn & Co.’s bill £89 14 8, due 25th March. 

4. George Blakey & Co.’s bill £82 16 —, due 19th April. | 
5. Smith, Wilks & Co.’s bill £112 12 9, due 26th April. * a 

Each of the above five bills was discounted by Earle & 
Creasey’s bankers, and Darlow & Walsh’s Renewed Bill" was 
paid into the bank one month after its acceptance. Bills 1, 2, 
and 4 were duly honoured. Bill 3 was dishonoured and returned 
to Harle & Creasey, who drew a cheque for its amount, plus 7/6 
noting expenses. -Darlow & Walsh on being called upon, made 


a ee he ee ee 


’ good this amount ten days later. Bull 5 reached maturity the ~~ 
same day as Darlow & Walsh’s Renewed Bill, and both were 
dishonoured. 


(a) Draw the Renewed Bill, adding £1 8 11 for stamp and 
a other expenses, also 5% int. for the term of the bill’s currency. 
(0) Show Harle & Creasey’s Journal entries. (c) Show Darlow & 

Walsh’s A/c. as it appears in Earle & Creasey’s Ledger. 


4. What is meant by Depreciation? How does it apply to 
Goodwill, Machinery, and Stock? 5. When taking stock how 
would you value goods, the price of which fluctuates frequently ? 


Exercise 1038. (W.R.C.C. Advanced, 1899.) 


1. Messrs. Lux & Lucifer, Birmingham, consign on Ist Feb., 
1899, to M. Marconi, of Milan, 500 “ Radiant” Electric Lamps 
invoiced at 18s. each, and Pay Freight £5 18 6 and Insurance £2 


15. 125 lamps are damaged and rendered worthless by storm, 
and M. Marconi receives £72. in settlement from Underwriters. 
He sells 250 lamps for £240, and on 4th Apl. sends A/S. and 
Bankers’ Draft for bal. due to the Consignors, after charging 
his agency exps. £5 10 and comm. £15 12. Give the a/cs. as 
they would appear in Lux: & Lucifer’s Ledger. 

| 2. The Blarneystone Diamond Syndicate, Ltd., has a nominal 
cap. of £80000, divided into 10000 £4 8% Pref. Shares and 40000 
£1 Ordy. Shares. On 2nd Jan., 1899, 8000 Pref. and 20000 Ordy. 
Shares are applied for, and 5s. per share is recd. and paid into 
the Company’s bank. On Ist Feb. these shares are allotted ; 
10/- per Share being payable on allotment, £3500 is recd. for 
Pref. and £8000 for Ordy. during Feb. On 1st Mar. Calls are 
made, viz., £2 per Share Pref. and 5/- per Share Ordy., and 
during Mar. £13000 is received for Pref. Call and £3200 for 
Ordy. Call. Journalise the foregoing transactions, post to 
ledger, and state amounts unpaid on each class of Share. 
Answer.—Ordy. £3800 ; Pref. £3500. 

3. On Ist Jan., 1880, machinery is purchased for £3000. 
Depreciation at the rate of 74% per ann. upon the original cost 
is written off during the next four years. Then £400 is added 
to the machinery A/c. for expenditure upon improvements, and 
for the next three years 10% is written off upon the diminishing 
balance of the A/e. The machinery is then sold for £1200. Give 
Ledger A/c. showing the net loss. Answer.—£622 10s. 

4, A merchant has in stock at 21st Dec. a quantity of goods 
purchased in Sept. for £1200. He could not buy these in Dec. 
for less than £1400. Give your opinion as to the value he 
should place upon these goods in taking stock 31st Dec., and 
state the considerations upon ‘which that opinion is based. 

5. Explain the meaning of 6% Cumulative Preference Shares; 
41%, First Mortgage Debentures ; Bank Commission ; Register of 
Members ; Trade Discount. 5 

6. Below is the T.B. of the Cyclops Machinery Co., Ltd., at 
31st Dec., 1898, on which date the Stock is £11486 15 9. Make the 
following provisions:—2}% Dis. upon Sundry Debtors’ Bal- 
ances; £486 estimated further lose for Bad Debts ; 5% Depre- 
ciation upon Plant; 10% Depreciation upon Patterns; 20% 
Depreciation upon Patents and Trade Marks. Set aside 5% of 
Net Profit to a Workpeople’s Insurance Fund A/c. Prepare 
Trading, P. & L. A/cs. and B/S. showing proposed Appropriation 


of Net Profit. 
ick 


Dr. Balances— Br. Balances continued— : 
Stock, Ist January ...£13294 6 9} Plant & Machinery ..£18090 16 
Discounts 4)-c%..jczaele 1291 13 4 Caslinia ar sstets eransre ra ties 417-2 
Carriage rca vate eiaeos 1129°53 6. Good willy cetera 5000 - 
Patterns 2.56 esc. s ee 7623 14 6 | Material Purchased .. 24637 11 
Rates, Taxes, Gas, &c. 1121 2 3 
Patents,TradeMks.,&c. 3260 - -— | Gr. Balanses— 

Advertising ..,...... 324 11 9 20000rd.Shares£10ea. 20000 

SoD ODLOTS aa teeta totes . 4691 13 11 20006 % Pref.Shs.£10ea, 20000 
Freehold Land & Bidgs. 24320 — — 5% Debentures...../ 10000 
Wages ei Sera ae aes, 26081 2 5 National Bank, Ltd. 15746 
Agency Exs.& Comm. 25913 4] Creditors ........... 3658 11 
Trade Expenses ..... 963 4 7 Sales ..... 64290 14 
Debenture Interest’ .. 500 -— —]| Rents .. «. 246 11 
Mepairsic ss ceca abies 1192 14 7 RevenueA/c.Bal.1Jan. 659 13 
Bad Debts ........:. 89 DiscOuntsiee weiss ciaeon 493 2 


6: tLe 
Answer.—Gross Profit £10635 5 


ols 


5; Net £1915 66; Pref. Div. 


£1200; Undivided Profit £1279 48; Total of B/S. £71980 — 6. 


1. 


Exercise 10%, (W.R.C.C. Advanced, 1900.) . 
The Khaki Manufacturing Co., Ltd., commenced business 


Ist Jan., 1900. On 30th June the T.B. stands as given below. 
Include Res. for Dis. on Debtors’ balances £200, and for Bad 

Debts £100. The following sums are owing :—Rates £50; 

Commission £100. Charge Depreciation at the following rates 


per ann.:—Engine and Boiler 10%; 


Machy., &e., 74%; 


Cards, Bobbins, &c., 40% ; Office Furniture 5%; Hlectric Light 


Installation 20%. 


Prepare Trading, P/L. A/cs. and B/S., 


providing the Pref. Div., £10 per share Ord. Div. and £250 to 


‘General Reserve Fund A/c. 
Dr, Balances— : 
Plant, Machy. & Fixtures ee 
0 


Bad Debts vee anne sts 2 

Wages ...... mach sepeaiaiis 7304 
Advertising ............ 95 
Casha adsatnaientnmec eae 35 
Debenture Interest paid.. 112 
Engine & Boiler ........ 900 


Materials consumed ..... 18500 
Stock Materials 30th June 1450 


Sundry Debtors ........ 6256 
Electric Light Installation 250 
LTAGCEUEIXS arsine sass 260 
Cards, Bobbins, Gears, &c. 650 
Office Furniture ........ 100 
Ropalrs vise aces waihteoe 250 
Discount allowed........ 820 


42 


2. 
divided and sub-divided ? 


em 


FEV eas Voee Git tgstf ea  e Fasteas a Ft Hel ate ie 


multiplicity of small single tr 


3. 
days Bank Drafts. 


advantages the system offers. 


AX, 


the buyer makes up his books on 30th June. 
item be dealt with in the Bought Day Book, L 


How can the Ledger of a lar 


Dr. Balances continued— _ 


BankerSsicniiemone se sete £789 
Carriages anaaeintene 350 
Rates & Insurance ...... 130 
Commission ys... se..1as . 400 
ELS Siemans oareetee noe 420 
Returns Inwards ....... 200 
Stationery & Postage 36 
~ Land & Buildings ....... 5700 


Cr. Balances— 


_ 44 First Mort. Deb. Stock. 5000 


1000 6% Pref. Shares £5ea. 5000 


100 Ordy. Shares £50 ea. 5000 
Sales-aac.sisrttetreets oe 31028 
Discount Received ...... 520 
Cottage Rents received .. 39 


21 


15 


00 - 
al B/S. £18650. 
ge business be conveniently 


How would you deal with the 
ansactions with various customers 
who as a rule pay cash within ten days of the date of the sale ? 


A Trader discharges his liabilities 


Goods are purchased on 17th Apr., dated forward as J uly ; 


How should this 
edger and B/S. ? 


: monthly by means of 14 
Explain how this is done, and state what 


Pree bol ! I 


TTR a ST ee ST ee ee 


Te ee) eer: 


72 deen 


~~ 


Goods £7 10 -. 
for £18 5 -. 


ae 61s: 
§. In Smith’s Ledger the following items 
Jones’ A/c. :—Jan. 2nd. To Goods £10 15 -. 


Feb. 16th. 


appear at debit of 


To 


On 31st Mar. Smith sends to Jones a Statement 
Jones writes that he paid Smith’s traveller £10 — — 


on Ist Feb., and was allowed 15s., and that he has not recd. the - 


Feb. 16th Goods £7 10 -. 
circumstances, and how can 
difficulties ? 


he 


How should Smith act under these 
prevent the recurrence of such . 


6. A Merehant has on deposit with his Bankers £20000 at 


3%, he receives a 4 mos. bill £1000 from a customer. 


The Bank 


rate being 4%, state the effect of (a) discounting (b) non-dis- 


counting. 


7. C. and D. buy on joint a/c. 1000 Mining Shares at 30/- 
plus exs. £10. C. contributes one-third and D two-thirds of the 
price, (all moneys passing through a joint Banking A/c.) ; 600 
Shares are sold at 32/6 less exs. £7 5 -, and 310 are sold at 31/- 


less £5 expenses. 


They divide the balance of the Shares at cost 


price, and also any profit or loss, in proportion to their original 


eontributions, 
of the venture. 
Exercise 165. 
43 
Trial Bal., 29th June, 1901. 


14 11; Finished Goods £1961 18 9. 
Debts and £180 for Doubtful Debts. 


(W.R.C.C. Advanced, 1901.) 
Prepare P/L. A/c. and B/S. of Western Company, Ltd., 
Stock :—29th June, Materials £1958 
Provide £300 for Dis. on 

Estimated liability on 


Prepare a/c. showing the position at the close 


disputed claim for damages £150. Wages owing £120. Rates 


owing £47 10. Fire Insurance prepaid £26 5. 


Depreciation :— 


10% per ann. on Machy., 124% per ann. on Engine and Boiler ; 
Write off Preliminary Exs. 334% 


£20 on Horses and Carts. 
per ann. 


10% per ann. 

Dr. Balances— 
Calls unpaid on B shares £500 
Freehold Land & Bldgs. 10500 - 


! 


(including Engine & Boiler 
Jan., £500) 

Machy. bot. 31 Mar.,1901 470 —- 
Bankerg) pat cyte otesnce 2326 5 
WARES ereisyesista seippvrsl oy 7020 9 
Commission <......... $319 11 
Repairs to Buildings... 113 11 
Rates and Insurance . 192 14 
Travellers’ &OfficeSalaries1426 — 
Advertising .......... 325 19 
LOE Reranch oe 25 17 
Repairs to Machinery 73 11 
Carriage Inwards...... 486 14 
Bad-Debtst sir asic cei 489 1 
Preliminary Expenses,. 327 8 
Directors’ Fees .....!. 210 - 
Machinery, istJan.,1901 3000 — 
Debenture Int., less tax 133 - 
Horses & Carts,1Jan.01 300 - 
Petty Expenses ...... 76 14 


Answer.—Gross £9385 17; 


= 
1) 11 AwWRNowo!] Opepw! 


9 
Net 


Dr. Balances continued— 


Horse Keep .......:6 £86 
Discounts. sake. snes 1049 
TWNCOME SL BISr wera tae 160 
Coaland Coke ...... 1120 
Bank Charges ....... 58 
Travelling Expenses 758 
Returns Inwards .... 1124 
Purchases (materials) ~ 12961 
Purchases (expenses) 430 


Stock,Materials,1lstJan. 3758 

Finished Goods ...... 2140 

Debtors 2% sisi. oss 10642 
Gr. Balances— 

Debenture Stock 4% 7000 

800£10AShs.fullypaid 8000 


1200£15BShs.£10called 12000 


Trade Creditors (net) 2611 
DISCOUNT Sete s+ 33 e'eie 476 
Retns.outwards(mat’ls) 762 
SSIES Auris ieee cst ss's 33246 


Interest on Calls unpaid 12 
£1362 39; Bal. c/f. £410 


10 
19 


Appropriation :—Carry 10% of Net Profit to Reserve 
“Fund. Dividends payable :—A Shares 6% per ann. B Shares 
Carry forward bal. of profit. 


Whroowrobhnwte os | cop 


lormwi tt 


5. 


2. A Manufacturing Firm with ten Branches in different 
towns, wishes to keep all the books at a Central Office, and to 


‘ 


4 


/ 


614 


know the separate results of the trading of each Branch. Give 
_a short description of how the Sales, Purchases and Cash trans- 
actions might be dealt with. 

3. A Limited Co. issues on Ist Jan., 1901, £20000 449 Deben- 
ture Stock at par.redeemable at the end of 15 years at a prem. of 
5%. Suggest a method by which the prem. £1000 can be 
provided on Ist Jan., 1916, and explain, generally, without extra 
calculation, the effect upon the Revenue A/c. “ $ 

4, In a Factory employing 100 hands, the wages (paid by 
time) are calculated up to Thursday night, and paid each 
Friday. Give a brief description of the whole procedure, 

5. Joseph Rodney is the holder of 80 £20 shares out of a total 
of 1000 in a Limited Co. upon which £10-per share has been 
called up. He has paid £6 per share. Int. has been charged 
him at 5% per ann. for 6 mos., but not paid. By resolution of 
the Directors his shares are forfeited. State Co.’s Journal and 
Ledger entries giving effect to this. 

6. Explain :—Mortgage Deb. Stock, Founders’ Shares, Share 
Prem. , A/c., .Transfer Register, Quotation of Shares, ‘“ Hx- 
dividend.”’ : = 

7. Give a short description of any special books required by a 
merchant who employs for different districts, six travellers, each 


receiving a commission upon the cash received for goods sold in ~ 


his district. 
Exercise 106. (W.R.C.C. Advanced, 1902.) 


4. Prepare P. & L. A/c. and B/S. of Robinson & Co., Ltd., : 


T.B. 31st Dec., 1902. Stock 31st Dec., £30841 3 2.. The follow- 
ing are not included in the T.B. :—Wages £248 59; Rates £65; 
Taxes £406. Fire Insurance £40 is prepaid. Charges Deprecia- 
tion 73% on Machinery (£993 17--); 6% Fixed Plant; 10% 
Horses, Carts, &c. Write off Patents £500. Provide discount 
24% on Good Debts. The Manager is entitled to a Commission 
of 23% upon the net profit earned during the year, after adding 
£2000 to Reserve, Fund, and charging Debenture Interest. 


Dr. Balances— Dr. Balances continued— 
Land & Buildings....£57000 - -| Fuel ............... £2192 13 9 
Fixed Plant ......... 4491 10 —- Agent’s Commission... 2410 8 10 
Machy. & Loose Tools 13128 5 — Purchases less returns 19639 16 9 
Stock, Ist Jan., 1902 34680 12 6 WARES fe ctie ssw crannies 27395 4 2 
DebentureInterest paid Travelling Expenses 718 10 - 
380th June (less tax at Trade Expenses ..... 1603 5 6 
1/2) ........0..... 800 8 4] Returns Inwards .... 2014 2 11 
Pref. Dividend paid Machy.bought 1st July, 
30th Jume 2. . oes I 8 TGOZ Wistaw alcjecismusuats 2 8 
Horses, Carts, &c. . 76510 - 
Debtors considered 3 Cr, Balances— 
*GOOd ok ees 42703 15 2)| 44% First Mort. Deb, 
Debtors considered Stock eyo -.. 40000 - - 
“ Doubtful” ...... 470 - -—| 50000 5% Cum. Pref. 
Bad Debts written off 1241 10 = BUSI oo aceite 50000 - - 
Patents & Goodwill .. 27000 .-- — 60000 Ordy. Shs. £lea. 60000 - —- 
Bank of England..... 3519 10 3 Reserve Fund ....... 10000 - —- 
Reopaity savivicscterie cits 680 6 8 Discounts ..4....... 692 17 3 
Rates & Taxes ...... 1289 '2 5 Oreditors! | sc us «verses 6781 15 & 
Insurance ....... ~.. 184 7 6 LOS Ee cctaarecal sve eis yetaee 78306 14 7 
Case sets sssetareeereners : 41 8 7| Interest ....... Seok 91 4 2 
Discounts sue eccieloiers 1421 8 3] P/L.Bal.,1stJan.,1902 842 9 3 
Answer.—T otal of B/S. £176869 15. See next page. 
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2. A Trader employs a Cashier, who keeps the Ledgers, &c., 
and a Collector who visits his customers monthly and receives 
payment of the previous month’s a/es. What books are 
necessary in order to show the Trader how much is outstanding 


and to prevent dispute or error between the Collector and the 
Cashier ? 2 


8. Jones & Co., engineers, sell their business to a new Co. 


(The Jones Engineering Co., Ltd.) for £220000, viz. :—Freehold — 


Land, Buildings and Fixed Plant £94650; Machy., Tools, &c., 
£28460; Stock £11290; Work in progress £13560 ; Book Debts 
£18220; Goodwill £53820. The Co.’s Cap. is 5% Pref. Shares 
£84000; Ordy. Shs. £90000, and it issues 44% Deb. Stock 
£60000. The Vendors take in payment all the Ordy. Shares, 
1/3rd of the Pref. Shs. and 1/3rd of the Debentures 3 the bal. of 
Pref. Shares and Debentures are all issued to applicants and 


_ paid for. Give Journal and Ledger entries showing these 
transactions. 


4. A Tradesman wishes to keep his a/cs. in a complete form 
as from Ist July, 1902. At present he has a Book containin, 
particulars*of goods sold on credit, and when the customer pays 
an account the entry in this book is crossed out. No other books 
/ are kept. He buys goods on credit, has a Banking A/c., and 

files his invoices and receipted a/es. Describe the steps he 


should take to commence a proper system of Book-keeping on Ist 
July, 1902. 


5. On Ist Jan., 1902, an Investor places £10000 on Deposit at 
his Bankers at 24%. On lst Feb. he pays for £4000 North 
Eastern Ry. Stock at 155, plus exs. £20. On Ist Mar. he receives 
N.E.R. div. at 6% per ann. for % year ending 31st Dec. last, 
less Tax @ 1/2. On 30th Apr. he pays for £1000 North Stafford. 
shire Ry. Stock at 126, plus exs. £7. On lst June he receives 
cash for 2000 N.E.R. Stock, sold at 160, less exs, £9. The divs. 
for 3 year ending 30th June, 1902, are say N.E. 64% per ann., 
North Staffordshire 4%, and income tax is 1/2 in the £ All 
the cash goes into and out of the deposit a/c. at Bank. Prepare 
a/cs. showing his Cap. at 30th June, 1902, and the income he 
has earned, taking Stocks at cost price. 


Answer.—Oapital £10153 15 1 ; Income £158 6 -. 


6. Explain in what respect you consider the Trial Balance 
shows the correctness of the Books, and state any further tests 
you may be acquainted with. 7. A Retailer receives consign- 
ments of Fruit and other produce for gale at the current price 
on commission, and he remits the consignors each week in settle- 


ment. Give a form of Book suitable for such transactions, and 
describe the working of the system. 


Exercise 107. (W.R.C.0. Advanced, 1903.) 


1. Prepare Trading, P. & L. A/es.’ and B/S. of Grey & 
Brown, Litd., Trial Bal. 31st Dec., 1903. Stoek 31st Dec., 1903, 


A Dept. £1028 154; B£134095; C£146978. Interest on loan 
owing $ year. Reserves Bad Debts £200, and 24% for Dis. on 
Drs. (£135 145). Allow 5% off total Cost Consignment ; Depre- 
ciation on Fixtures 5% ; on Electric Lighting Installation 10%. 
Managers of A and B Depts. are to receive 3% on gross profit of 
their respective Depts. Cost of alterations to be spread over 3 
years (1903-4-5), 25% of Net Profit (after providing Pref. Div.) 
to be written off Goodwill (£231 18 -). 


Dr. Balances continued— 


: -| Alteration to premises £360 - —" 
Fixtures & Furniture .. 325 - - Int.onLoan to30 June,03 40 -— = 
Electric Lighting Inst. 100 - -| Bank ............... 450 10 - 
Stock, ist Jan.—ADept. 1423 12 8 Half-year’s Pref. Div. pd. 150 - —- 
B Department ..... L264 AAS So. “DEDbORS s.r dew oe ola 5628 12 5 
C Department ..... 10 4 Consignment to Durban : 
Purchases :—A Dept. 189217 3 Goods bought for ... 2400 ~ - 
BDept. 4524 2 4) Expenses thereon ..... 286 - - 
% a's C Dept. 5438112 8 | Cr. Balances— 
Rent and Rates ...... 986 15 3] 5006% Pref. Shares .. 5000 - - 
BROMDEDtS sis. ese oe 14615 9 700 £10 Ordy. Shares 7000 - —- 
Discounts allowed .... 42617 2 R. Craig Loan at 4% .. 2000 - —- 
Sukscriptions ........ 21 - - Sales :—A Department 2920 - - 
Wages (A Department 215 - - B Department 6286 - - 
Carriage outwards .... 8912 9 C Department 8492 - —- 
Salaries ...........4. 629 4 Discounts received .... 89512 8 
Advertising ......:... 24615 9 Rent of Cottage....... 10 - 
ank Charges ........ 45 7 2 BAP Siren era aaversieeseaets 844 8 4 
PNSUPANCO! Vi ..0 0.05's0' aoe neem" Ps OPECILOLS sters- tas bl kceletersiels 1742 16 4 


Answer.—Gross Profit £4203 19 11; Net £1227 12 2; B/S. 
£17540 il 5. 


2. An Ironfounder has on Ist Jan., 1902, 45 Tons of Moulding 
Boxes which he values at £8 10 -—per Ton. In 1902 4 Tons are 
broken up and credited as Scrap Metal at 45s. per Ton. 9 Tons 
of New Boxes are made costing £6 15 — per Ton, and at 31st 
Dec., 1902, he values the Boxes on hand at £8 per Ton. . In 1903 
similar transactions occur, viz. :—2 Tons 5 Cwts. are broken up 
at 43s. per Ton, 12 Tons 10 Cwts. new Boxes are made costing 
£6 5 — per Ton, and at 31st Dec., 1903, the Boxes on hand are 
valued at £7 13- per Ton. Prepare a/c. showing loss each year 
and value on hand. z 

3. Explain fully the Reserve Fund A/c. of a Limited Co. 

4, Draw up the B/S. of a Public Trading Co. (Ltd.), showing 
what information youconsider the Shareholders are entitled to 
with regard to Profit and Loss. Insert any figures. 

5. What is meant by the principle of Double Entry ? . What 
special advantages are afforded by its adoption in Accounts ? 

6. Give a description of Register of Members, Register of . 
Debentures, Deferred Shares. How should ‘“ Premium on 
Debenture Stock” and “ Forfeited Shares A/c.” be dealt with 
in the Books ? 

7, On 3lst Dec., 1902, the Trading Co., Ltd.’s B/S. stood as 
follows :—4% Deb. Stock £50000; 15000 £10 6% Pref. Shares 
£150000 ;10000 £10 Ordinary Shs. £100000 ; Trade Crs. £72000 ; 
Bankers (holding 1st Mortgage on Land and Buildings) £33000 ; 


Assets :—Land and Buildings, £78000 ; Machy. £35000; Patents 
£2000 ; Goodwill £40000 ; Stock £131000 ; Drs. £61000; P. & L. 
Deficit £58000. At 30th June, 1903, the Company is wound up 
and the Assets realise as follows :—Land and Buildings £64000 ; 
Machy. £22000 ; Patents Nil ; Goodwill Nil ; Stock £120000 ; Drs. 
£58500. The Deb. Int. to 30th June, 1903, is payable, also Exs. 


618 


£10000. £3000 is deducted from Trade Creditors’ Claims. 
Prepare Statement showing the realisation and distribution. 


; Answer.— Bal. 
£101500. 


Exercise 108, (W.R.C.C. Advanced, 1904.) 


divisible 


among Preference 


A 


& 


Shareholders 


4. Prepare Trading, P. & L. A/ces. and B/S. of the Yorkshire 
Tweed Company, Lid. Nominal Capital £10000, divided into 


5000 6% Cumulative Preference Shares of £1 each, and 5000° 
Ordinary Shares of £1 each. T.B., 31st Dec., 1903. 


Stock 31st 


Dec., £3699 19s. 7d. Depreciation :—Machinery 74% per ann. ; 
Engines, Boilers, and Shafting 10% per ann.; Cards, Bobbins. 


Shuttles, Working Utensils, &c., 25% per ann. 


depreciated for half-a-year. 


for Dis. and £200 for Bad Debts. 


Balancegfor Dis. 


Additions to be 


Reserve 3% of Debtors’ Balances 


Reserve 5% of Creditors’ 
Take into account the following :—The Rent 


of Telephone £10, has been charged on Trade Exs. A/c., and 
paid for the year ended 30th Sept., 1904; Fire Insurance for 
£8000 at a premium of 10s.%, expires at Midsummer, 1904 ; 
District Rate for half-year ending 31st March, 1904, is not yet 
paid or entered in the books—this rate is 2s. in the £ on the 
rateable value of the mill, £200; Pref. Div. paid up to 30th June, 


1903; Managing Director is entitled to 10% bonus on the net 


profit for the year (after charging Deb. Interest). 


Dr. Balances— 
Machy., 1st Jan., 1903 £4000 
Do. additionsduringyr. 200 
Freehold Mill ,...... 8000 
Engines, Boilers&Shaft- 
ing A/c., Ist Jan .. 500. 
Cards, Bobbins,Shuttles, 
Working Utensils, 1st 


DM ererventtscstauen terete 900 
Additions during year 300 
Ma tenials)iss% cacsehestece 18469 
Dyeing & Finishing .. 1216 
Canti agers cinco icles 533 
Trade Expenses ..... 195 
Motive Power ....... 691 
Wages :—Mill ....... 8437 
Mechanics and Joiners 142 
Rates,Gas & Insurance 203 
P.&L.A/e.,1stJan,1903, 20 
Repairs ‘A/e.: . bose kc 176 
Deb. Int. to 80th June 40 


Answer.—Gross Profit £3630,11 10; Net £82976; Manager 
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Dr. Balances continued— 
Trading A/c. Stock, 1st 


SAMUWAT Yc); iste iets sie 519 4 
Dividend. eahanaces 90 - 
Commission ......... 519 11 
Bank Charges ....... 3211 
Sales Ledger Balances 6000 — 
Discounton Sales .... 511 15 
Cash Book Bal., Cash 32. 11 

Cr. Balances— ; 
3000 Pref. Shs. fully paid 3000 —- 
4119Ordy.Shs.fullypaid 4119 —- 
First Mortgage Deben- 2 
ULCSS4% oS ae cele 2000 — 
DALES masorasterse aes aera 32106 14 
Purchase Led. Balances 4810. 9 1 
Bad Debts Reserve .. 116 9 
BP aide ca sonia tele 2220 - 
Cash Book Bal., Bank 988 6 
Discount on Purchases 371 9 
?’ 


Bonus £82 189; Bal. c/f. £545 177; Total of B/S. £17666 2 1, 


CWOOrMI & 


1 


& Onl wowl 


2, On Ist Jan., 1900, a Manufacturer buys Plant £1000; on 
Ist July, 1901, he buys New Plant £200; and on 3lst Dec., he 
sells for £80 Plant costing Ist Jan., 1900, £150. On Ist April, 


1902, he buys New Plant £140; and on Ist Oct., 1903, he sells © 


for £35 Plant costing Ist July, 1901, £60. His Plant is depre- 


ciated in the books annually at 3lst Dec., at the rate of 5% per . 


ann. on the original cost. At 31st Dec., 1904, he wishes’ to 
alter this method, for the whole period to 74% per ann. on the 
diminishing value, Prepare Machinery A/cs. showing the 


_results of both methods. 


\ 


3. At 3lst Dec., 1903, a set of Books shows a difference in 
balancing of £10 4s. 8d. (the eredits exceeding the dedits). This 
difference is placed in the B/S. as a Suspense A/c. In 1904 the 
following errors are discovered inthe books for 1903 :—August, 
Sales Day Book overadded £10; April, Dis. 2s. 6d. credited to 
J. Smith in-Sales Ledger is not in Cash Book ; May, Jones’ A/c. 
in Sales Ledger is credited 3s. 6d..as “ Bad Debt ’’—no entry 
in Bad Debt A/e.; Dec. 31, Debtor Balance, Hall & Co. 
extracted £3 1s. 2d., should be £3 2s. 1d. ; Credit Balance, Brown 


& Son, 2s. 3d., not extracted. How should these errors be ° 


corrected ? To what extent do they affect the profits of 1903 ? 


%, What books do a Limited Co. possess in addition to the 
ordinary commercial books ? State the purpose of each. 


5, Upon which side of the Ledger would you expect to find 
the Balances of the following A/cs.? Give your reasons :— 
Bad Debts, Cash, Goodwill, Reserve Fund. 


6. Describe the system of Book-keeping most suitable to one 
of the following businesses :—(a) Manufacturer, who pays for his 
materials by Bill at the end of each month, pays for all items of 
the nature of expenses by cheque weekly ; occasionally hands 
over to his creditors a:customer’s acceptance ; or (6) Retailer, his 
Sales are almost entirely for cash; he pays all his accounts at 
the end of the following month ; all cash goes through Bank ; he 
wishes to ascertain in one set of Books the gross results of his 
trading, separating the goods into three departments. 


Exercise 109. (W.R.C.C. Advanced, 1905.) 


4, Prepare Trading, P. & L. A/c. and B/S. of the Euxine 
Industries, Ltd. T.B. 31st Dec., 1904. Stock, Goods £21042 
8 1, Materials £943 5 4, Packing Cases £164 3 5; Leasehold 
Property is held for a term of which 11 years are unexpired, at 
the end of the term the Company’s interest in the property 
ceases ; Machinery and Plant depreciates 6%per ann. ; included 
in Book Debts is £860 due from Ali Mustafa, estimated to be 
worth 10s. in the £. Provide 24% Dis. on good debts, and £50 
Dis. on Creditors. £100 is estimated to be owing for legal exs. 
in suing Ali Mustafa. After 5% has been earned on Share Cap. 
for the year 1904, the Managers are to receive as bonus 20% 
(£32 14 8) of the surplus earnings. 
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Dr. Balances— Dr. Balances continued— : 
Stock, 1 Jan. :—Goods£20306 4 7 Machy.&Plant,istJan. £7500 - - 
Materials........ 2418 19 9 Ditto. bot. 80th June 300 - - 
Packing Cases... 25717 7 LondonOfficeRent&Exs. 95 -— - 
Bank of Asia ........ 7236 -— -— | Purchases forre-sale.. 749 8 @ 
Wi GeS sry ce seis ernie 5996 12 2 SpecialInsnrancepd.1st 3 
Rent of Factory and July for ensuingi2mos. 124 - - 
Warehouse ....... 817 14 3 L’sehold Factory 1 Jan. 2000 - - | 
Interest & Discount... 375 3 6 Ditto structural Testor- = 
Deb. Int. pd. to 30 June 100 -— —- ation & alteration ite 
P.&L.bal.81Dec.,1908 198 16 2 this year 2.5. ccs. 400 - = 
Purchases of Materials 12497 10 8 | er. Balances— 
UNSUTATICE ella sees 431 13 11 | 8500 £10 shs. £4 persh. 34000 - —- 
Travelling Expenses 193 16 9 Packing Cases charged = 
Packing Cases bought 1463 13 8 to customers .... .. 1248 3 9 
Freight, Carriage& Port Petty Cashier overpaid 1414 4 
AT ZO Sets 8371 19 — Sales of Goods ...... 355438 2 - 
Sundry Debtors ..... 3425 9 2) Transfer Fees ....... 5 - 
Int.Div.pd.8Aug.,1904 Compensation recd. for 
5% perann.forsyear 850 — — damage to Leasehold 
Directors’ Fees ...... 200 - — AGLOLY Seen ce 200 
Managers’ Salaries.... 1189 3 104+ Creditors -cmtsnc nance 1558 9 1 
Legal Expenses ..... 65 11 - 4% Debentures ..... 5000 - - 


Answer.—Gyoss Profit after placing’ Rent of Factory and 
Warehouse in Trading A/c. £6061 29: Net £2062 9 4 3; Balance 
c/f. £130 18 6. : 


Note how Manager’s Bonus is arrived at :— 


Wet. Profit 528.05 es lone eee ee £2062 9 4 
DIVMGONE Ge cs Roo. £1700 — — 

Less Dr. Balance b/f. ......... 198 16 2 1898 16 2 

.2)163 13 2 

Manager's Bonus on Profits ..............-... = £32 14 8 


Note that the Leasehold Factory and Sundry Debtors work 
out in the Balance Sheet as follows :— 
Leasehold Factory ... £2000 


Add Extensions ... ~ 400—2400 
Less Vompens’n for Damage  200—2200 
Less 4; Depreciation ........... 183 6 8—£2016 13 4 
Sundry Debtors ..... £3425 9 2 
Less Doubtful Debts. ~ = 
ROBEMIO NS Co et O48 ee eo he 


Less Reserve for Discount (@ 24% 
OREL2000, OOD) eT eke ee 64 2 9—£29381 6 5 


2. The position of the Grand Pension Trading Co., Ltd., is : 
Nominal Cap. £100,000 in £1 shares, 12000° shares issued, and 
15s. per share paid up; Creditors £9000, due to Bankers £7000 
(who hold deeds of Freehold as security). Assets: Freehold, 
Cost £6000, Plant £2000, Preliminary Exs. £800, Debtors £3200, 
Stock £11000, P. & L. debit bal. £2000. Ona voluntary wind- 
Ing-up, the Bankers sell the Freehold for £5000, and the Stock 
produces £10300. The Reconstruction Co., Ltd., purchase the 


plant and book debts for £4200, and pay £1800 in cash and £2400 
in 48000 fully paid shares of one shilling each in the latter Co. 
Prepare A/c. showing what the shareholders of the G.P.T. Co. 
will receive, the exs. of liquidation being £500. 


3. A Firm sells goods of three distinct kinds or classes, 
A:B.C., the sales entries are in separate Day Books but are to be 
posted to one Sales Ledger (many customers buy two or three 
kinds of goods). The A goods are net, B and © are subject to 
discount of 24° and 5% respectively, on monthly - terms. 
Prepare a special form of Sales Ledger from which can easily be 
ascertained how much a customer owes net. 


4 What checks do you consider advisable (1) To guard 
against the risk of goods being sent away to a customer without 
being recorded in the Sales Book; (2) To avoid error in the 
weekly Wages list of a large business. 


5. Xisin partnership with Y as Merchants. X owns privately 
£10000 24% Consols, and has £5000 lying on deposit with the 
Urban Bank at 3%. To enable his firm to pay promptly for 


goods and to take full discount, X deposits the Consols with the — 


Bank of England and obtains a loan thereon of £7500 at 3% 
perann. He lends this money together with the deposit drawn 
out of the Urban Bank to his firm for 6 months upon the follow- 
ing terms :—X shall receive 2% per ann. more than he received 
on his investment (nominal), and he shall receive two-thirds of 
any surplus accruing to the Firm by discounting after payment 
of interest. During the 6 months the firm are able to take 
Discount twice on the whole sum borrowed, viz. :—once at 33% 
and once at 24%. Prepare the A/es. showing how much X will 
receive by this arrangement, Income tax to be ignored. 


6. In Flower & Co.’s Bad Debt Ledger at 31st March, 1905, 
there were the following debit balances :—R. Holmes £27 6s. 9d., 
W. Fellowes, 19s. 6d., H. Wilkinson £3 9s. 5d., all in the hands 
of a Trade Protection Society for collection. On Ist April 
Flower & Co. received from this Society cheqie.for £26 19s. 3d. 
and the Quarterly Statement as follows :—Receipts of Society 
from R. Holmes £27 i6s. 9d., W. Fellowes 10/-; W. Hopton £1. 
Payments of Society in connection with R. Holmes (County 
Court) 10/-, W. Fellowes (C.C.) 2/-, H. Wilkinson (C.C.) 5/-, 
Three Debt Fees 3/-, Four Enquiry Fees 4/-, Subscription 21/-, 
Receipts, Postages, &c., 2/6. W. Hopton’s A/c. showed no bal. 
in Flower & Co.’s Ledger, the bal. having been written off to 
Bad Debt A/c. 31st Dec., 1904. What entries would you make 
in Flower & Co.’s Books ? 


- 


Exercise 1092. (W.R.C.C. Advanced, 1906.) 


4, Prepare Trading, P. & L. A/es. and B/S. of the Dragon 
Works, Lid., T.B. 31st March, 1906. Stock, 31st March, 1906, 
£6404 5 9, and Work in Progress £3571 13s. Owing 3lst March, 


1906—-Carriage A/es. for Mar., £75; Rates, £30 ; Expenses A/e., 
£20; Half-year’s Loan Int., less Tax at ls. ; Half-year s Deben- 
ture Int., less Tax at ls. The Company having paid its Income 
Tax up to 5th April, 1906, credit the Rates and Taxes A/c. with 
Tax at 1s. in the £ on Debenture and Loan Int. owing and on 
Half-year’s Pref. Dividend to 31st Mar., 1906. Provide Discount 
Reserve on Debtors, £300. Write off Depreciation at the 
following rates % per annum :—Gas and Water Apparatus 5 ; 
Electric Installation 25; Belting 20; Patterns 15; Patents_10; 
Plant 74 (but on £600 for 4 year only). The Loose Tools are 
valued at 31st Mar., 1906, at £1180. Write off one-third of the 


Preliminary Expenses. The Shares in the Volt & Ampere Co., 


Ltd., are now worth a premium of 40% and the P. & L. A/e. 
is to be credited accordingly. 


Rr. Balances— Dr. Balances continued— 
Dragon Works Freehold£6000 - — Rates & Taxes ...... £186 4 4 
Gas, Water & Heating Pref. Div. to 30Sep.,05 300 - —- 
Apparatus ....s.... 420 -— -| Debenture Interest .. 180 - - 
Plant & Machinery, 1st Wages ..... ».. 4258 4 9 
April 905% eels 3000 - -j|. Purchases .. 6724 8 8 
Ditto bought this year 600 - - | . Salaries ...... 97210 - 
Electric Power Instal. 180:<=- =) Advertising ....5..2.05 2 418=.D" 8 
Loose Pools! eine. vnek 1240 - - Trade Expenses ..... 702 3 5 
Belting Vue vec de oe 160°- = Repairs 9s. noses ols 637 6 2 
Patterns and Drawings 1160 - —- Travelling Expenses- 426 10 — 
Goodwill ..........." 4000 - -]| Discount allowed..... 342 7 1 
Stock, ist April, 1905.. 4809 15 3 | Gr. Balances— 

BBR ear tse c 10<=4)'-Oreditors s-0 ses cet se 962 16 3 
Patents. ~ < cg ates eee 500° — =| Loan at 6% -.....¢.5 2000 - - 
Office Furniture....... 80 -— -—| PreferenceShares,10000 
Debtors os sec cees: 9447 13 4 £1 6% Cumulative 10000 -— - 
Investments in the Volt : P.&L.A/e.,1Apl.,1905 100 - - 

& Ampere Co.,Ltd.,100 Ordy. Shares, 20000 £1 

£5 Ordy. Shares cost 600 - — Shares, 15s.paid up 15000 — — 
Preliminary Exs. Aje... 450 -—.-| Discountreceived ... 182 5 — 
Work in Progress, 1st Reserve Fund A/ce.... 1000 — —- 

Aprils WOOD Is pease 3 3520 16 10 | Debentures at 44%... 8000 -— — 
DANK 1 a ciaemetae eee P2405 Ao 2 Balegi. os ce aien he es 16052 7 1 
Loan Int.to 30Sept.,1905 -60 -— — Volt&AmpereCo., Ltd., 
Carriage iiss bea 729 9° 1 Shares, Div. A/e. .. 125 - - 


Ans.— Gross £5910 118; Net Profit of Business £776 ; if Divi- 
dend on shares and their increased value is reckoned, then the 
Net Profit is £1000, but these are more accurately placed in the 
Appropriation A/c. See B/S. on the neat page. 


2, A Firm’s books (on double entry basis) contain a large 
number of a/es., but have not. been properly balanced; it is 
desired to improve the system. sixplain how you would proceed 
with a view to proving separately the Sales Ledger each month. 


3. Thomas Short holds 100 £1 Ordinary Shares in a Limited 
Company, 15s. per share called up, but he has only paid £40. On 
Ist Feb., 1906, a final call of 5s. per share becomes payable, and 
in consequence of non-payment T. 8. receives notice that on 2nd 


April his shares will be liable to forfeiture. He fails to pay, 


and on Ist May the Company’s Directors pass a resolution 
\ 
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forfeiting the shares. Describe all the entries in the Company’s 
books relating to these transactions and suggest the best method 
of dealing with the sum paid by T.S. : 


4, How should the following items be treated in Accounts ? 


(a) Premiums received by a Co. on issue of its Debenture Stock. - 


(b) Payment (by Lessee of a Shop) for a new Shop Front. (ce) 
Taking over (in satisfaction, of a doubtful debt of £100) a 
reversionary interest held by the debtor under a Will, expected 
to realise within the next 10 years £220. S 


5. A has advanced £5000 to B on mortgage of a Leasehold 
property at 4% interest. The property produces Rents £400 per 
year (paid quarterly) ; ground rent £20 per ann. is paid out half- 
yearly, and insurance and repairs cost £30 per ann. B pays the 
int. to A up to 3lst March, 1905, but as he fails to pay the next 
half-year’s int., A takes possession of the property on Ist Feb., 
1906, and finds that B has collected all rents and paid all out- 
goings up to 31st Dec., 1905. Assuming that the Rents and 
outgoings remain the same, prepare B’s A/c. as in A’s books up 
to 3lst March, 1907, when the property is sold for £5100 
(charging simple interest and ignoring income tax). 


6. Explain fully the Reserve Fund of a Limited Company, 
and state how it is dealt with in the Books and B/S. 


7. On Ist Jan., 1905, “‘ Rates’ A/c. has a Cr. balance £25 for 


Poor Rate owing for 3 months ending 31st Dec., 1904 3 the Books © 


are made up half-yearly, 30th June and 31st Dec. On lst Feb., 
£50 is paid for half-year’s Rate to 3lst March. On Ist May 
Demand Note £55 is received for half-year’s Rate ending 30th 
Sept., is entered in May Purchases Book, and debited 31st. May 


to “-Rates ” A/c., the Rate being paid ist August. On 3rd. Nov., 


1905, Demand Rate of £60 is received for half-year’s Rate to 31st 
March, 1906; no entry of this is made until payment thereof on 
10th January, 1906. Write out the “ Rates ” A/ce., closing it at 
30th June, 1905, and 31st Dec., 1905, with correct apportion- 
ments. Also write out the “ Rates” A/c., assuming that the 
books are closed at the end of January and July instead of as 
above. 


Exercise 109b. © (W.R.C.C. Advanced, 1907.) 


_41. Prepare Trading, P. & L. A/e. and B/S. of Phillips & 
Thomas, Ltd., on 31st Dec., 1906, when the stock of Goods was 
£7346 15s. 7d. and of Coal £56. Rates are prepaid £15. Half- 
year’s Rent of House, £10, is due. The Int. on Bank Deposit 
Receipt has accrued but it is not credited to the Co. in their 
current banking a/c. A/es. for Extensions to Premises are 
owing, £200. Of the debtors £346 is estimated to be Bad. A 
B/R. in hand £150 is known to be Bad. Depreciation is 1% on 
Freehold, 10% on Engine and Boiler, 5% on Machinery & Plant, 
and it is decided to write off one-fourth of the Extensions A/e., 
and to treat the Models as being worth £200. Sales Ledger 


. 


{ ; ; 
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balances include Smith Bros., £300, who are creditors in the 
_ Bought Ledger for £250. Reserve 5% Discounts on good debts. 


Dr, Baiances— Dr. Balances continued— : 
Gaogwille. conse +. £5000 - -/| Pref. Div.to 30June, 06 £240 - - 
Trade Expenses ..... Zahe 5 ash INGUPAnce- es. ed cs 76 9 8 
Freeholdistate(Facty.) Bank, current a/e..... 944 - 9° 

31st Dec., 1905 .... 5800 - -| Horses,Carts&Harness 22910 - 
Models. =e c...asene 150 -— -— |] Subs. and Donations 63 4 9 
Coal & Coke .-...... 768 4 9) Extens.to Prem. (facty.) 240 - 
(AEPLE Na 2 al) 25 942 15 3 Bank Deposit Recpt. 
Additions to Plant dur- dated 30thJune,1906, 

PURUOENORT. mersi-e-< ateh ete 240 - SOLS ae aes cee 500 - - 
Bad. Depts oa vce es 189 5 3! HorsekeepandCartage 346 5 7 
Legal Expenses. ..... 17 9 Hochy.<Elant.eDec., ah 

Meee have aah iatics 1 - - 
Mort.Int.to30June,06 80 - - 
Petty Gach Book as. s5 1200 6 ~ 6ri@ashi- cc si ceweekasces 6 4 

(composed of Goods Returns & Allowances 166 8 4 

bought £33 9 2 ; Repairs Weatogue 3.9 Apo es steyioime 72 

£27 18 5; Horsekeep Bills Receivable...... 985 8 2 

£15 5 7; Travelling£24 Bank Commission ... 62 5 7 

15 2; Sundry Exs: £14 

3 7; and Balance £4 Cr. Balances— 

14 7) Rent received (House)$ 
Dwelling-house ...... 400 - -| . year to 30thJune,1906 10 - 
Sales Ledger Balances 6091 5 4 Bank Interest ........ 24 5 
Purehasesds 242 5c ces 37960 3 7} Loan on Mortgage 4% 4000 — 
Rates & Taxes ...... 146 5 4 14000 £1 Ordy. Shares 14000 —- 
Engine and Boiler ... 560 - - Returns Outwards ... 85 14 
Stock, 31st Dec., 1905 8215 5 4 8000 £1 6% Pref. Shares 8000 — 
Travelling Expenses 218 4 3 Discount received ... 842 5 

NESE. obiotste eso 158 411 Bought Ledger Balances 2481 10 
Discount allowed..... PORN Aman Saleh con os bra meee 51870 5 


PWRILOL IAT 


Answer.—Gross £7049 6 8; Net Profit, including Rent, which is 
more accurately placed in the Appropriation A/c. £1434 11 3; 
Total B/S. £29956 1 6. 


2. An Engineer’s Books give the following figures; for the 
year 1906, Materials purchased, £17500 ; Sales, £30000 ; Wages, 
£7500; and Expenses, £2000. The Stocks at the beginning of 
the year were Materials, £6000 ; Finished Work, £4000 ; and at 
the end of the year there were Materials, £5000, and Finished 
Work, £3000. For the year 1907, the Materials purchased were 
£14000, Wages, £4800, Expenses, £1200, and Sales, £17000. 
Stock at the end of 1907 is Materials £7000, and Finished Work 
£6000. Prepare a Statement showing each year (and also the 
average of the two years) what are the percentages of Cost of 
Materials, Wages, Expenses and Profit, on the output. 


3. Arthur Beresford borrows £10,000’ from the Building 
Society on 1st Jan., 1907, and repays’ £800 per annum, by half- 
yearly instalments in discharge of the Principal and Interest. 
Calculating interest half-yearly at 4% per annum. Prepare an 
a/c. in A.B.’s Ledger, showing the position up to Ist Jan., 1910. 


- 4. A firm’s books are made up half-yearly, and many items 
have been included under the heading of General Trade 
Expenses. The firm have a quantity of Materials for Repairs, 


and also a stock of Catalogues and printed matter. It is desired 
to know in future what is the separate cost, each half-year, of 
Horsekeep, Repairs, Advertising, and Office Expenses. Explain 
in detail how the necessary alteration in the system is to b 

properly effected. 


5. Arthur Dent and W. Fenn are partners. The Capital at 


30th March, 1907, is Dent £4634 15s., Fenn £3391 1ls. In their 


B/S. is a Freehold property, £1860, which it is agreed that Dent 
shall take over from the partnership at Ist April, 1907, at the 
value of £2000. The partners then wish to make their respective 


en ae ee 


Capitals in the business equal, and in order to do this Dent on 


ist April pays £100 into the Firm’s banking a/e., and also gives 
to Fenn by cheque on his own (Dent’s) Bank for the sum 
required to make the Capital of the two partners equal. Write 


out the two partners’ a/es. in the Firm’s Ledger showing the - 


transactions. 


- = 
6, Criticise this B/S. of Short Bros., Ltd., 3lst Dec., 1906. 


To Debentures... ......4-c £1000:| By Freehold,Machinery and 


», 50 £10 Preference Shares 500. Plant a3 at IstJan.1903 £1700 —- 
»» Reserve Fund ..24..++... 200 | ,,; Sales Ledger balance less 

Raps OOS S tart in Nee ea eee 10 Bought Ledger balances 300 —- 
», W. Short’s Hxors. loan.. 750 | ,, Stock at sale price .... 300 - 


», > Shares unpaid....... 50 = 
» B/R. due 20 Nov., 1905 2 10 
3, W. Short’s Exors., Int. 


paid for 1907 ....... 17 10 
s, Profit & Loss A/c. .... 100 — 
£2460 £2460 - 


| 
| 


Exercise 109c. (W.R.C.C. Advanced, 1908.) 


1. Prepare Trading, P. & L. A/c. and B/S. of Lead & Hall, 
Ltd. T.B. 31st Dec., 1907. Stock 31st Dec., 1907, £3650 9 6. 
The additions to Plant £386 2 9 consist of Machinery £187 14 3, 
Shafting £117 1 2, Trade Fixtures £40 9 10, New Horse £40 17 6. 
Write off Depreciation :—Freehold £50, Machinery 10%, Engine, 
Boiler and Shafting 124%, Trade Fixtures 10%, Office Furniture 
5%, Horse and Van 20%. The additions during the year 
to be depreciated for six months. Reserve Discount 24% on 
Creditors, 32% on good Debtors, and Reserve for Bad Debts 
£100. Rates and Insurance prepaid £78. During the year the 
Co. have manufactured Stationery goods £123 9 — for their own 
use in the office and they have a Stock of £25 on hand at 31st 
Dec., 1907. The prepaid calls £48 are entitled to interest 5% 
per annum (owing for 1907). The Manager is to have a Bonus 
of 5% on the net profit. The Vendor’s Shares take one-fourth of 
any profit earned in excess of 10% 6n the Ordinary Capital 
called up, * 


or 


cuttin 


Or. Balances— Dr. Balances continued— 


tock, ist Jan., 1907 ..£3644 18 8 | Rates, Taxes & Insce... £317 1 
Engine, Boiler & Shaft- " Additions to Plant ... 386 2 
ting Ist January, 1907 170 - -! Repairs ............. 52 12 
Machinery, ist Jan.,1907 1000 - - | WHorsekeep .......... Tye aiy Meee 
Office Furniture, 1st J an. 30 - -} Commission, Travellers 279 2 
TradeFixtures& Utensils Debtors a sictes cass 2569 7 
1st January, 1907 .. 360 - -| B/R. (Bad: write off)., 5 - 
Horse & Van, 1Jan.,1907 380 = -—| Cash ....cccceeceees 52 7 
Directors’ Remuneration 206 12 — | Gr, Balances— 
Bank Charges ..:..... 28 6 — 1164 Ordy. Shs. £7 ea.: 
Freehold Factory ..... 7350 - —- £5 10 - per share called 
Interest on Mortgage,&c. 155 15 2 AED gale eaGine eit tebe . 6402 - = 
JOS amianay arte e 2113 - | 380 Vendors’ Shs. £7 ea. 

_ Discount allowed...... 257 16 11 frily: paid Seer sie case 210 *- - 
BAO DEUS. « .iccroras’ ste’ 12° 4..= Prepd. on 32 Ordy. Shs. 48 - - 
RVI EE Ripeaectateatecinvers arava. 4126 7 8] Chas. Johnson, Mort. 3500 - —- 
Travelling Expenses .. 25518 -]| P.&L.A/e.,1Jan.,07 584 5 6 
Stamps and Parcels Post 114 — —]| Reserve Fund A/c.... 23850 - - 
Carriage outwards .... 319 13 11 Bred orser caters cent 1142, 5 °9 
Trade Expenses *...... ~280 11 6 Discount received ... 314 611 
Ot oe wc Selec 's aie oe 4OcET <Ox Ie SRICS Ine os tele 2 Dk 15637 6 7 
UPTIKCDASER i. c'eisvecels alae 8090 11 11 Cottage Rent ....... 25 15' 10 


Answer.—Gross £3549 6 10; Net £1082 8 6. . Total B/S., 
£15292 16 7. 


2. A Company has a very large number of credit customers ; 
what suggestions as to Book-keeping can you make with a view 
to keeping an eye on the doubtful ones ? When preparing the 
B/S., what steps would you take to ensure as far as possible the 
debts being shown at a correct value ? 


3. A Trader’s Warehouse is burnt down, and the following 
Books, &c., which had not been placed in the safe are destroyed, 
viz., Bought Ledger, Purchases Book, and Invoice Files. The 
list of the Balances of the Bought Ledger made up to the end 
of the previous year and the Stock Sheets at the same date are 
preserved in the Safe with the usual Books. State in detail 
how you would proceed to restore sufficient records with a view 
to (a) Insurance claim and (6) the current year’s Trading A/c. 
and B/S. 


&, Jones & Co., Bradford, have an Agent (W. Rimmer) in 
Barcelona, who obtains orders for goods, and delivers the goods 
from a Stock supplied to him by Jones & Co., Rimmer invoices 
the goods to the customer, and sends monthly Sales Sheet to 
Jones & Co., the items being charged in pesetas. Rimmer 
collects the cash and pays it to Jones & Co.’s A/e. at Credit 
Lyonnais, Barcelona, after deducting his salary and expenses, 
sending a monthly Cash Sheet to Jones & Co. Jones & Co. wish 
to include in their Sales Ledger an a/c. for each foreign customer, 
in sterling.* Explain fully how you would deal with these 


matters. 


5, ‘'T. Robson, a manufacturer, buys each month £500 worth of — 


Raw Materials from Cook & Co. on the following terms of dis- 
count: for prompt cash 5%, cash by the end of the following 
month 33%, cash by the end of the 2nd month following 24%, 


FPIinl anor 


* 628 


cash by the end of the 3rd month following 14% ; after that time, 


net. 


(For example, materials bought in Jan. are subject to 32% 


if paid for by Feb. 28, and 24% if paid for by Mar. 31, &c.). 
Prepare a/es., extending over six months, showing the result to 
Robson as regards Int. and Dis., (a) If he owes his Bank £5000 
at 5% int., on Ist Jan., 1908, and takes full dis. (6) If he owes 
his Bank £5000 at 5% int., on Ist Jan., 1908, and takes no dis. 
The Int. may be dealt with in months. 


6. In a set of books there are several Sales Ledgers, each 


balanced separately every month. 


The balances at 31st March, 


extracted from the Ledgers amount to £1210 8 3, the Sold Ledger 


Summary shows a balance of £1200 8 8. 


to find the difference, beginning where you think a mistake of 


this kind would be most likely to occur ? 


search for the error through all the books affected. 


Exercise 109d. (W.R.C.C., Advanced, 1909.) 
4. Prepare Trading, P. & L. A/e. and B/S. of Martin 


Hanson & Co., Ltd., T.B., 31st Dec., 1908. 


Explain how you would 


Stock, 31st Dec., 


1908, Goods £8605 18 9., Horsekeep £25. Dividend accrued due 


on investments £150. Depreciation: Fixed Plant 5%, Loose. 


Tools 73%, Patterns 10%, Horses & Carts 20%, Furniture 5%. 
Half Depreciation to be charged on additions during year. 
Reserve £600 for Bad Debts and £667 for Discounts on Debts 
due. If there is any surplus Profit for the year after paying 
Debenture Interest and Loan Interest, Pref. Dividend and 5% 
Ordy. Dividend, place 25% of such surplus to a special Reserve 


A/e. 
Dr. Balances— 
Hreehold’— sc scaeoe £23500 
Fixed Plant ......... 4400 
Loose Tools, &. ..... 2750 
Furniture ..3........ 200 
Horses, Carts, &e. ... 250 
Patterns and Models.. 3200 
Goodwill oe, . s0 05% 53293 
Deb. Int. pd. 31/12/08 877 
Pref. Div. pd. 31/12/08 © 675 
Loan Int, pd. 31/12/08. 263 
Directors’ Fees ...... 250 
Bank Commission ... 26 
Subscriptions ....... 29 
Debenture Trustees’Fees 26 
Banke ote ees, 593 
Investments ........ 707 
Stock, 31st Dec., 1907 8302. 
Purchasesiawas cee 7315 
Discount allowed..... 1390 
Wares Asean 18658 
Coal: Sras arctearteatns 1890 
Insurance >< vy sseresis 168 
Loans to Workmen .. 5 
Horsekeep: ..cceuestan: 735 


Answer.—Gross Profit £13082 18 6; Net £2658 121; Total of 


B/S. £114471 - 6. 
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Dr. Balances continued— 


New Plant (Loose)... £385 17 9 
New Buildings ...... Sele 959 
New Patterns........ 525. 5 10 
Repairs: eee sys Vee. 1594 - 5 
Trade Expenses ..... 635 7 2 
Salariesiciue 5 scsauaet 130M eG 
Debtors eaves eam ces 11612 8 _5 
Cash ets ah ieghieshanee 99 16 8 
NewHlectricLightInstal. 

(to be spread over 3yrs.) 8300 - —- 

Gr. Balances— . 

Pref.Shs. : 13500 £15% 18500 -— —- 
Ordy. Shs. : 58000 £1 58000 - —- 
Debenture Stock 44% 19500 - —- 
Bank Interest ...... 179 17 6 
Woansg-sratase tesa 55380 -- — 
Reserve Fund ....... 6100 - = 
P.& L. A/c. 31 Dec.,07 6493 8 6 
Discount received .., 22111 3 
Returns outwards ... 51 10 11 
Saleg a lcceronemwlee ies 48701 17 2 
Bad Debts A/e. ..... 408 1 9 
Creditors;cni-< sah 3363 19 10 


How would you proceed ~ 


2. X, Y and Z are partners. Their respective Caps. in the 
business as shown by their B/S. on 31st Dec., 1908, are X £3000, 
Y¥ £2200, Z £800. The profit for the year amounting to £1600 
has been credited to X } share, Y and Z + share each, and the 
books have been closed. During 1908 they have withdrawn 
nothing beyond their salaries which have already been charged 


_toP. & L. A/e. It is found on 31st Mar., 1909, that Int. on the 


Partners’ Cap. (5% per ann.) as provided by the partnership 
agreement has been omitted. Give the entries you would make 
in the books to correct this error. 

8. A Manufacturer’s Books show the following figures for each 
item for the two years 1907 and 1908 ; Materials used £22389 and 
£21427, Wages £7495 and £7577, Rent and Power £1659 and 
£1655, Carriage £513 and £494, Trade Expenses £303 and £309, 
Gas and -Water £213 and £240, Travellers £719 and £763, 
Repairs £426 and £563, Insurance £78 and £78, Depreciation 


.£600 and £580. Goods produced (Net) £36468 and £36261. 


Prepare a statement showing for each year the various Costs 
per cent. on production. : 
4, A Limited Company’s B/S. contains (amongst others) the 


_ following items :—Assets : Closed Works (cost £5000, now worth 


£1000) £4500; P. & L. A/e. bal. £2780; Goodwill £1500. 
iabilities: Forfeited Shares A/e. £100; Reserve Fund A/e. 
£7680. What would you suggest with regard to these items ? 
5. Lead & Hall, Ltd., have a Share Cap. of 1164 £7 shares 
£5 10s. per share called up. A. V. Rawle has 1100 shares £5 10s. 
per share paid up. C. B. Rooke has 64 shares, of which 32 are 
fully paid up (i.e., £7 per share). The Reserve Fund A/c. is 
£2350. The Directors call up the final £1 10s. per share, and at 
the same time distribute a Bonus (out of Reserve) of £1 10s. per 
share. Write up the entries which you would make in the Books 
to give effect to the foregoing. Assuming that 124% Dividend 
has been previously paid, and the available Profit is the same 


now, how will the rate of Dividend be affected by this alteration 


in Cap. ? 

6. Ps The Reserve Fund of a Co. should be invested outside 
the Co.’s business.” This statement is frequently made ; State 
your reasons for agreeing or disagreeing with it. f 

Exercise 109e. (W.R.C.C., Advanced, 1910.) 

1. Prepare Trading A/c. of J. C. Mildred & W. F. Merry- 
weather, equal partners, showing the Gross Profit; the profit 
before charging Partners’ Interest on. Capital; and the Net 


_ Profit. Show B/S. on 31st Dee., 1909, and prepare the Partners’ 


Cap. A/jes. for the half-year. Stock of Materials 3lst Dec., 
1909, £7032 11 9. Interest on Cap. at 5% per ann., but no 
Interest on Drawings. R. A. Merryweather is Factory Manager 
and is entitled to a bonus of 15% of the profit after allowing 
for all Interest. He is also entitied to Interest at 5% per ann. 
on the amount of his Bonus left in the business. Land & Build- 
ings A/c., Depreciation 1% per annum. Machinery, Plant & 
Utensils A/c. includes additions. this half-year £179 8 2, write off 


630 


Depreciation 10% per ann. on balance at Ist July, 1909. Office 
Furniture A/c. has been regularly depreciated each half-year at 
10% per ann. This half-year it has also been reduced on 30th 
Sept. by the sale of a Typewriter for £5, which was purchased 


on 30th June, 1908, for £25; include the loss on this transaction , 


with this half-year’s depreciation. Interest on Mortgage owing 
from 1st October, 1909 (ignore Income Tax), W. F. Merryweather 
requires £100 transferring from his A/c. to the credit of R. A. 
Merryweather as a present at Xmas, 1909. — Wages include £12 
13 6 paid to an injured workman and recoverable from the Insur- 
ance Co. Rates owing £75, Insurance prepaid £30. Discount 
allowed should be shown in Trading A/c: as a deduction from 
Sales. Reserve 64% of the Debtors. Gas and Water. The note 
from the Corporation received 2nd Feb., 1910, shows the gas for 
the half-year ending 31st Dec., 1909, is £132 11 8, water for haif- 
year ending 30th June, 1910 (payable in advance), is £33 6 8. 
The Corporation allow 5% discount on this note. J. C. Mildred 
should be charged 10/- per week for the half-year for use of 
Stabling belonging to the business. Bad Debts A/ec., Reserve 
£200. Discount received should be shown in Trading A/c. as a 
deduction from Materials purchased ; Reserve 24% of Creditors. 


Dr. Balances— Dr. Baiances continued— — 
Land & Bldgs., 1/7/09 £6300 -— —- Returns Inwards .... £143 5 7 
Machy.,Plant&Utensils 6250 8 2 Trade Expenses ..... 179 10 5 
-Office Furniture...... TBO Stock of Matls., 1/7/09 861117 6 
J.C.Mildred,Drawg.A/c. 3878 410} Debtors ............ 2700 2 11 
W. F. Merryweather, Petty Cash Balanees.. - 1 

Drawing A/c. ..... 220 ord Interest A/c. ....... 40 - - 
R. A. Merryweather, 

Drawing A/c. ..... 141 6 7 | @6r. Balances— 
Materials Purchased 14187 14 9] J.C.Mildred,Cap.,1/7/09 8653 14 8 
Wages ssinccis «cs sicichateiers 4544 6 8 W. F. Merryweather, 

Office Salaries ....... 189.11 3 Gaps, 1/7/09 secre sree 6610 3 7 
Travellers’ Salaries .. 482 9 6 ExecutorsofHy.Watson, 

Rates & Insurance... 121 15 10 Mortgage 4% ..... 00. Ges 
Discount allowed..... 1064 14 2 R. A. Merryweather 

Repairs & Renewals of Bonus A/c., 1/ 7/09 329 10 

Machys sevice 0c 248 3 1 Balegysacsentcpie cision 20465 71 
Royalty {on manufact- Rent of Stabling let off 41 2 

uring Pe tad 149 1 2 Bad Debt A/c. ...... 138 9 
Gas & Water A/c. ... ob 137 Discounts received... 387 6 
Travellers’ Commission 128 4 2 Creditorsiegeccincieerete 1250 10 
Travelling Expenses 269 18 1 Bank <ieia: sieiayahetersces 328 .16 
Bank Charges ....... 68 9 3 Bills Payable ....... 338 14 


Answer.—Gross £4072 — 1; Manager's Bonus on £1422 6 2, 
£213 6 11; Net, £1208 19 3; Total B/S. £21746 11 6. 


2. Referring to the previous question state what percentage 
the following items in the Trading A/c. bear;to the net Sales :— 
Materials consumed (including Royalty) ; Wages; Gross Profit ; 
Net Expenses before charging Partners’ Interest; Net Profits 
(after Bonus). 


3. Explain what is meant by : Nominal Capital ; Subscribed 
Capital ; Called-up Capital; Paid-up Capital. : 
4, A Limited Company has issued £40000 4$% First Mortgage 
Debenture Stock, Interest payable 3lst March, and 30th Sept- 
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ember. Being in possession of surplus funds, it purchases £1000 
of this Debenture Stock at 95% on Ist July, 1910. The 
Company’s year ends 30th Sept. State fully how this transaction 
should be dealt with in the books, and also in the B/S. at 30th 
Sept., 1910. ae ; 

5. A Retail Trader has 4 Shops (A, B, C, and D). His total 
figures for the year are Sales A £4000, B £3600, C £3800, D 
£2000. The Stock at the beginning of the year is £5500, and at 
the end £5300. The purchases are £9800. The expenses not 
kept separately for each shop are Printing, Stationery, and 
Advertising £48, Trade Expenses £210. 

The Rent and Rates are A £150, B £110, C £180, D £115, and 
the Wages are A £218, B £194, C £234, D £180. On the basis 
that each Shop earns the same rate of gross profit, prepare a 
statement showing the net profit at each Shop, dividing the 
expenses in proportion to the business done. 


Exercise 109f. (W.R.C.C., Advanced, 1911.) 


1, Prepare B/S. and Trading A/c. for the year ending 31st 
Mar., 1911, of The ‘"Weekly Banner,” Ltd. Wages owing, £95 
16s. 4d. 3 mos. int. less Tax @ 1s. 2d. in the £ due on Consolg, 
Stocks at 31st Mar. :—Paper, Ink, etc., £324 10s.; Fuel £3 10s. 
Telephone £25 is prepaid. Reserve £150 for estimated costs in 
Libel action. Reserve £50 for Bad Debts. Depreciation on 
Plant 73% per ann. ; on Furniture 5% per ann. Provide 10% 

‘for allowances on Advertisers’ debts. Write down Consols to 
79$%. Provide Manager’s commission 5% on year’s profits 
before crediting.any int. or charging loss on investments. 

Dr. Balances— : Dr. Balances continued— 
Cash in hand .........% £53 Postages & Telegrams. £187 12 


2 
Agents’ Returns ...... 359 Travelling Expenses. . 195 16 106 
CCRT ee 2000 - Agents’Debit Balances 579 1 : 

9 5 


I boo 
OW 


Subscribers’ do. 38 4 

Advertisers’ do. 2758 12 

10£1shs,‘“YellowPress 

Co., Ltd.” no value 2 -. = 

Cr. Balances— 

Cash Sales(newspapers) 642 6 2 

Agents’ Sales ....—. 4397 13. 3 
7. 
3 


‘h 

Machinery & Plant, 31st 

Mar Ot... ee .ces 
Freehold Property .... 4000 
Office Furniture....... 120 
SSE RCE. © ayer ae er 3630 
£7000 Cons., 24% at cost 5869 
Discount allowed...... 103 11 
Paper, Ink, etc., A/c... 2960 13 
Trade Expenses ...... 170 6 
VALE ie. S37 orice steer dieiaiate 4845 13 
Bad Debts”... 0023. es 90 17 
Adverts. in other papers - ‘ : 7 


fort 


Advertisementscharged 6869 18 
Sundry Printing Sales 12,15 
Advertisers prepaymts., 

unexhausted....... 9 
Revenue Surplus, 31st 

Mar., 1910 ........ 15380 7 
Reserve Fund A/c. ... 400 - 
Discount received ... 379 4 
Int.onCons.(9mos.recd.) 123 11 
Share Cap. 4660 £10shs. 

£5 called up ~..... 23300 - 
Bank Interest ....... 125 6 - 
Telephone Creditors ..........4. 850 10 
Billposting & Carriage 225 16 Sales to Subscribers .. 84 1 7 
TWBUPATICOS vin 's.0o6n)s vn 30 48°10 Cr.BalancesSubsoribers’ 1019 8 


Answer.—Net Profit, £1084 72; Bal. for Distribution, £2614 
14 3; Total of B/S., £27516 18 2. ; 


— 
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Rent of Branches, Rates 

MU RROM Metis, «gate: a'e 129: 8 
Correspondence fees... 368 2 
Printing & Stationery 108 15 
New Plant bot.10ct.,10 400 —— 


I 
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9. For the year 1910 a Trading A/c. stands thus :—Cost of — 


Materials, £5000; Wages, £3000; Discount allowed, £500 ; 
Expenses, £1500; Sales, £10000. State the above costs as 
percentages on Turnover. As this leaves no profit, the Trader 
considers how he can improve matters, and finding that he cannot 
advance his selling prices he will aim at increasing the Turnover 
by £2000, and reducing the percentage costs on Turnover by :— 
Materials 2, Wages 1, Discount 2; the expenses remain at the 
same amount. Show his Trading A/c. for 1911 on the basis of 
these alterations. < 


Answer. TURNOVER (Sales) = £10000 Percentage 
; of Turnover. 
Cost of Materials ............+:- 5000 = 60% 
Wages oo. ccc sees eee ne eeeaes 3000 = 30% 
Discount 2.3.4. cet ewes oes 500 = 5% 
Expenses 10... cese cess ceseeres 1500 = 15% 
£10000 = 100% 
Dr. TRADING ACCOUNT FOR 1911. Cr. 
Cost of Materials ...(48%) £5760 Sales ........ £12000 
Wages = 221. carry ore (29%) 3480 
Discount .......... ( 39 360 
EXxxpenses .......... (15%) 1800 
Profiteers ewe B08 ( 5%) 600 
£12000 £12000 


3. Explain what is meant by “ Capital Expenditure,” and — 


state the considerations which would guide you in deciding 
whether a particular item of expenditure properly comes within 
this category or not. : 

4%, A business has 10 Sales Ledgers marked respectively A, B, 


C, ete. The Sales Day Book has analysis columns corresponding — 


to the Ledgers. Each Ledger is balanced separately each month. 
On 20th Jan. a Sale of £10 posted to F Ledger is placed in Day 
Book in G column by mistake. Say how the January monthly 
summaries of F. and G. Ledgers are affected, and how the 
balances shown by the summaries will compare with the balances 
as extracted from the Ledgers. 


5. The Rajputana Syndicate, Ltd., at 3lst Dec., 1910, stood 


as follows :—Credit Balances: 10000 £1 6% Cumulative Pref. 
Shares, £10000; 1500 £1 Ordinary Shares, £1500; 4% Deben- 
tures, £3000; Creditors, £1300; Bank, £450. Debit Balances : 
Expenditure on Patents, £8500; Cash in hand, £25; Loss on 
Trading, £6220; Stock of Materials, £325; Sundry. Debtors, 
£180; W. Barwick Loan at 5% per ann,, £1000. The Pref. 
dividend is at above date 5 years in arrear. There are no trans- 
actions until 30th June, 1911 ; on this date the Co. is supposed to 
be wound up. The amounts then realised are: Patents, £20000 ; 
Stock, £180; Sundry Debtors, £120. The expenses of winding- 
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4 in full with arrears. Prepare Statement showing the distribu- 
_ tion of the assets. Ignore Income Tax. W. Barwick holds £500 
_ Debentures, 1000 Pref. Shares, and 500 Ordinary Shares. Prepare 
Statement showing what is due to him. 


_ 6, _ A Hotel proprietor makes the following arrangement with 
_ the Imperial Telephone Co. On lst Jan. he pays £10 for 12 
_ months’ rent in advance, and £10 8s. 4d. for 5000 calls. His 
customers can only use the service by paying a penny into a 
_ box ; this money belongs to the Hotel proprietor. The total calls 
used are Jan. 480, Feb. 540, Mar. 600. The bills for Trunk fees 
_ (payable by Hotel) are Jan. 9s. 6d., Feb. 8s. 3d., March Ils. 6d. 
_ The sums collected from the box are Jan. £1, Feb. £1 5s., March 
_ £1 10s, Prepare A/c. showing the cost of*the Telephone for 
_ each of these 3 months. 


+ 
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Exercise 109g. (W.R.C.C., Advanced, 1912.) 


J 4. The United Kingdom Trading Co., Ltd., has Branches at 
_ Dundee and Dover with Head Office at York. ‘No trading is 
_ done at the Head Office. The Branches each keep a separate 
set of books which contain a complete. record of their trading. 
The Capital A/es. and Bank A/c. are kept in another set of 
_ books at Head Office, the Branches being supplied with working 
capital from Head Office. From the T/B. supplied by the 
Branches, and the T/B. of the Head Office books, prepare a 
Trading A/c., showing the trading result of each Branch, also 
a general P. & L. A/c. for the year ended 31st Mar., 1912, and 
_ the B/S. of the Co. 


Northern Branch T/B., 3lst March, 1912. 


Dr. Balances— Dr. Balances continued— 

Stock, ist Apr., 1911 ..£2879 2 3 Discount A/e......... £67 15 10 

PEPE CUASER cig vice vce 0p 018 8368 4 5] Returns & Allowances 100 10 56 

Trade Expenses ...... 754 10 ~ | Gr. Balances— 

SYN SALON tars atstave, krelsie s.slece 8370 13 4] Head Office A/c. (Amt. 

BRAT OS a cass, sce 8000.0 290 - —- due for Working Cap.) 2663 5 4 

Rates, Rent & Taxes... 455 - -| Sales.........0....- 15872 13 6 
RIGODS eer se !o niacerere calcio’ BS OCTCCILOLS: esea-e ones 0 > 1533 17 11 


Reserve for Bad and Doubtful Debts £250; Res. for Discount 
24% on Debtors; Wages owing £125; Stock, 3lst Mar., 1912, 
£2960 17s. 9d.; Credit Southern Branch 23% allowance on 
£1850; Depreciation of Plant 74% on £3500 to be charged in 
Branch Trading A/c. | 


Southern Branch T/B., 3lst March, 1912, 


Or. Balances— Cr. Balances-— 
r., 1911 ..£1397 14 6; Head Office A/c. (Amt. 

Denhaae 2B eapteae 3512 18 9| duefor Working Cap.) £2151 8 9 
Trade Expenses ...... AEs de Sf SAICB ysieieis visi e oe is's'e 8806 12 2 
WaZes ..-seceenveree 2860 1 7, Creditors ........... 662 4 9 
Rent, Rates & Taxes.. 274 3 6| Discount A/c......... 34 2 6 
DODO. i csc ccccccce 2960 7 2 

Balarics 2... cceccccee 175 - - 


_ up are £800. The Pref. Shares are only entitled to repayment 


Tae, ee 


Res. for Dis. 24% on Debtors; Res. for Bad Debts £125 5 
Expenses owing £75; Stock, 3lst Mar., 1912, £1564 10s. 2d. ; 
Debit Northern Branch 24% allowance on £1850; Depreciation 
of Plant, 74% on £2500 to be charged in Branch Trading A/c. 


Head Office T/B., 3lst' March, 1912. 


Dr. Balances— — Dr. Balances continued— 


Callg in Arrear ....... £245 - -—| Rent, Rates, Taxes & 

Plant & Machinery— Insurance~........ £249 10 
Northern Branch.... 3500 - -| Northern Branch A/c. 2663 5 
Southern Branch ... 2500 - -—| Southern Branch A/c. 2151 8 

Goodwill— : ‘|> Deb. Int. pd. to 30/9/11 112 10 
Northern, Branch.... 3000 —- Bank Charges ....... 56 5 


Southern Branch ... 2500 — Gr. Balances— 
ite 


Share Cap., 13000 Shs. 
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i of £1 oar oe He oe - - 
£3000 24% Consols at 44% Debenture c —-= 
80% os, Fund) ...°2400 - —| Reserve Fund A/ce.... 4000 - - 


Profit & Loss A/e. ... 500 —- 


Expenses owing £55 ; Int. due on Consols, 3 mos. less Tax @ 1/2 ; 
Directors’ Fees owing £750; Prepaid Rates £32. 


Answer.—Profit on N.B. £1775 13 -; S.B. £1299 1 2; Net 
Profit £1328 3.1; Total of B/S. £26896 15 9. 


2. Referring to question 1, give the closing Journal entries 
required in (a) Northern Branch Books, and (b) Head Office 
Books. The Branch profits are transferred to Head Office. The 
amount due from Northern Branch to Southern Branch should be 
transferred to Head Office. 


3. Referring to Questions 1 and 2, show the following A/cs. 
as they would appear after adjusting and closing (a) Head Office 
A/e. in the Northern Branch Books, (6)-Northern Branch A/c. 
in the Head Office Books. 


4, A Limited Co. has a Share Cap. of £75,000 divided into 
75,000 Shares of £1 each, fully paid. The Net Profit for the 
year ended 31st Mar., 1912, is 14060, and a balance of £1650 is 
b/f. from last year’s P. & L. A/c. . During the year an interim 
Div. of 5% on Share Cap., amounting to £8750, has been paid 
but no Income Tax deducted. At the Meeting on 30th Apr. the 
Co. resolve to transfer £2500 to Reserve Fund A/c., to declare a 
dividend of 15% for the year (Income Tax to be deducted) ; the 
Div. to be paid on 6th May, less Interim Div. and Tax for year. 
The balance of P. & L. A/e. to be eff. Rule a Dividend List 
showing the total amount payable to Shareholders (Tax @ 1/2), 
- make the Journal entries required and prepare Appropriation 
A/c. 


5. Jas. Bradford invoices goods to Jules et Cie, Paris, Mar. 
1, £10; Mar. 12, £25; Mar. 18, £17; and charges them at the 
rate of 25.20 Francs = £1. On March 27, Jules et Cie remit 
draft for the total in francs, and Bradford’s Bank credit him 
with this at the rate of 25.25. Write up the A/c. of Jules et Cie 
in Bradford’s Ledger, showing both francs and sterling. 


{1 om 
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6. On Ist Jan., 1912, X.Y. purchases £1000 Western Co.’s 8% 
Debenture Stock @ 103%, plus £10 stamp and commission. ree 
Stock is repayable at par on 31st Dec., 1914. Int. is paid. 
annually on 3lst Dec.,free of tax. XX. Y. wishes to cover, out of 
the Int., the loss on repayment of principal, but giving Income 
the same sum annually. He deposits a portion of the Int. when 
received in a Bank on deposit at 24%. Prepare a/cs. from 1st 
Jan., 1912, to 31st Dec., 1914, including Investment»A/c., Cash 
A/e., Int. A/e. and Bank Deposit A/c. The Stock is repaid by 
the Company at par 31st Dec., 1914. 

7. When making the Balance Sheet of a business with a large 
number of customers, state the methods which you would adopt 
to ascertain the net value of the Book Debts. Suggest any 
Book-keeping arrangement which you consider advisable to 
facilitate this valuation. _ ~ . 
Exercise 110, 

Preparé Net Revenue A/c., Appropriation A/c., and B/S. of 
Messrs. Evans & Owen, Ltd., Drapers, as on the 20th Feb., 1908. 
Please note that the balance of the Pref. Shares was issued 
during the current year, and that the dividend stated below is 
the sum actually paid. The debentures were repaid during the- 
year. 


Paid Interest on debentures, deposits, etc. ...... \ £737 15- 8 


1a ESS AE GU) RON oe eS entra Or eeiee rs aor era 10632 - 10 

Interim dividends paid for the half-year to 20th Aug. 
1907—At the rate of 5% on the preference shares 550 - —- 
At the rate of 74% on the ordinary shares 1800 - -—- 


Goodwill at £20000, Horses & Vans ............ 158 7 8. 
RVPAC ON AOC ROLL COUR yale ala cs aie ome eases <oeysbsa cw 6 oeSinie- oats 2528 10 11 
Depreciation written off fixtures & fittings ...... 337 - - 
Share Cap. £100,000 issued 8000 £5 5% pref. shares 40000 — - 
12,000 £5 ordinary shares, £4: paid ............. 48000"- - 
Gross Profit from Trading A/c. after charging £500 
fer Reserve on Book Debts .............+4+ 8460 4 1 
Dividends declared for the half-year to 20 Feb.,1908— 
At the rate of 5% on preference shares ....... 861 7 4 
At the rate of 74% and a bonus at the rate of 24% 
on the ordinary shares......2..-2+sssaeee 2400 —- 


Res. for the equalisation of dividends out of profits 500 — 


- Directors’ & auditors’ fees & secretary’s salary paid 420 — 


9 
Fixtures and Fittings, per last account ......... 6529 12 


Rents received £53 10; Cash in Bank andon hand 7248 6 
Added this year ......... cece ec ee cee cerees S210rS7 
Stock of goods and book debts ........-...00055 30666 18 
Addition to reserve out of this year’s profits ..... 500° — = 
Shop Assistants’ deposits and interest thereon ... 1083 18 10 
Transfer and registration fees received ....7....- belt 
Leasehold and freehold premises ............ wee 42941 18 2 
Directors’ fees, one-sixth of balance, after providing yr 
for dividends in accordance with the articles.. 335 8 9 © 


Answer.—Net Profit, £7023 19 11; Balance c/f., £77.3 10.. 


\ 


Exercise 111. 


Prepare P/L. A/c., Appropriation A/c., and B/S. of Messrs. 
Jones & Higgins, Ltd., for the year ending 20th February, 1908. / 
Interest on Debentures (£1657 is unpaid) ....... £5400 - - 
Cash at Bankers and in hand£6613 16 6; on Deposit 25000 — 
Appropriate further dividend of 7% for half-year 4550 —- 
Directors’ and Manager’s share of profits ....... 3250 — 

Trade Creditors for Goods £114 11 3 ; Inc. Tax pd. 240 13 
Freehold and Leasehold premises and goodwill .. 161733 4 
Fixtures, fittings, furniture, plant,horses and carts 36485 6 
. 
3 
3 
1 


Sundry creditors £3531 1410; Deb. Stock (44%) 120000 —- 
Transfer fees received £62 19 6; Directors’ fees.. 1250 


ie | 


Book Debts £2495 6 —, Investments ........... ~16086 2 
Interim Dividend on ordy. shares, paid Oct. 1907 4550 — 
Reserve account (General) ..........e.00e eee 4199 15 


Res. A/c. (for profits earned prior to incorporation) 3629 

Reserve A/c. for debenture premium .......... 6000 

Gross Profit from Trading A/c. ............+4. 29234 19 
Fire insurance, etc., paid in advance (B/S. only) 1287 8 
Bal. from P.’& L. A/c. 1907, £1300; Stock at cost 38588 4 
130,000 Ordinary Shares £1 each, fully paid .... 130000 — 
Place to Debenture Prem. Reserve out of profits. 2240 14 
Place to General Reserve A/c. out of profits .... 3250 — 
Ordinary Shares take bonus at 6d. per share .... 3250 — 


i 
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Answer.—Net Profit, £22407 5 4; Balance c/f. £2616 10 10. 
Total of B/S. £288289 8 -. 


Exercise 142, 


Prepare P/L. A/c., Appropriation of Profit A/c. and B/S. of } 
D. H. Evans & Co., Ltd., for the year ending 19th Feb., 1908. ) 


General expenditure including directors’, trustees’, : 


and auditors’ fees £48800 45. Reserve Fund £3696 17 7 
Repairs, renewals, and depreciation of fixtures, &c.. 3488 ~— 6 
Property leases and goodwill, including purchase & . 

outlay on new premises, as per last account .. 268862 14 1 
Additional outlay for year ...0.........0ce0cs 3190 ll 3 
Fixtures, fittings & electric plant,after depreciation 35845 19 1 
Cash in hand and at bankers ................. 21752 18 11 
Cap.—Authorised £282,000; Issued Ordy. Shares 120000 -— —- 

Preference shares paid up ...........+.. 80000 -— - 
Preference shares 10/- called up ......... 40000 —- 
‘Eounders” shares: 4:ss2cc on se ee 2000 - —- 
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_ Furniture & Effects, after depreciations ....... £3150 


ee NT SIRE te e/g eee eee ee ere ae 


Bie dS 


Stocks on hand—General £77343 1 8 ; Stationery 392 


Preliminary expenses a/e., Dr. Balance b/f. ....”. 974 
Less proportion written off ................... 487 
Amt. of interim divs. paid, viz. :—3$on Ordy. Shs. 4200 
3% on £80000 preference shares .............. 2400 


new preference shares ..............0...0., 429 
Further div. on Ordy. shs. at 83% making 12% per 

ELIE Ae a oe Ae ae PRs, ee TEES 10200 
Placed to Reserve Fund out of current profits 1834 
| DST <2 Sg © Ay) Aa a es a 100000 


ER ORDINCT Prin GES EO es ae ee 835 


35215 
Sundry Drs. after allowing for bad & doubtful debts 26946 
Gross Profit on Trading £89569 12 6 ; Mortgage 30000 
Prem. on sale of new pref. shs. (Place to P. & Pe /ce.) 2452 
Dividend declared on founders’ shs. at £3 pershare 6000 


Re PmEOO ee sian es he caoet 5 itch cy 3291 
Proport’n of profit carried to credit of founders’ shs. 2891 


Answer.—WNet Profit £3197515. Total of B/S. £438806 3 2. 


Exercise 113, 
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From the following prepare P/L. A/c. and B/S. of Messrs. 


Swan & Edgar, Ltd., for the year ending 31st January, 1908. 


69,000 ordinary shares at £l each ............. £69000 — 
Rents, rates, taxes, gas & water .............. 4408 15 
Mortgage redemption a/c., Dr. Balance ........ 6868 2 
Suspense a/e., Dre Balance «. i012: thence ccs * 813 41 
‘31,000 preference shares of £1 each ; Consols 24% 1000 ~ 
Gross profit on tradg. after making reserve on debts 46825 1 
Insurance, &c., unexpired £605 17 3; Mortgage 26500 - 
Leases, fixtures, fittings, alterations and improve- 
ments a/c. as on 31st January, 1907 ......... 85175 8 
MEAN GIL OTS RU CO said io Uae eS OTR Oe wth 4k Goals 5126 14 
Less written off for the past year ............. 2000 — 
Stable expenses £1263 — 8; Trade expenses 11702 11 
Fire insurance, premiums paid ................ 445 11 
Paid Interest on Mortgage .............0000ee 1325 — 
Sundry trade debts due by Company........... 22120 4 
Horses and Vans, as per valuation ............ 554 - 
Stock-in-trade 3lst January, 1908 ............. 35970 8 
Directors’ fees £600; Audit fee ............>.. 78 15 
Sundry book debts, after deducting reserve of £1000 13603 4 


Le l RAD! 
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Cash in hand and at bank ....... Spore o dock . £8926 
Housekeeping expenses, salaries, wages & repairs 17339 
Paid interest on loans £242 18—; Transfer fee recd. 45 
Div. paid on preference shares to 31st July, 1907 568 
Undivided profit b/{. from last a/c. .......++--: 1127 


18 
10 
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19 
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Answer.—WNet Profit £7464 3.1; Undivided Profit £8023 11 1H; 


Total of B/S £156643 16 1. 


Exercise 114. 


Prepare Trading, P. & L. A/es. and B/S. of the Transvaal 


Gold Mining Estates, Limited, on 31st March, 1908. 
Property £437552 511; Premium on Shares issued£101750 


Works, buildings and machinery..........+-+++ 217800 
Movable Plant £7279 62; Tree-planting ....... 1502 
640,000 shares of £1 each .......+2-.-- eee ene 640000 
Less reserve shares unissued ...........+++-+8. 35775 
Sundry Creditors £15,021 9 5; Office Furniture. . 315 
Machinery suspense account Dr. balance...... Bae: Gear dae 
Plans and Diagrams valued at ......-....+.+-- 135 — 
Mine development, 194,050 tons in sight valued at 68670 
Ore on hand, 9732 tofis, cost .........-.--0ee 8059 
Expenses of mining, 58,067 tons .....---..+++- 64251 
Expenses of milling, 68,877 tons ...........-.- 9443 . 
Expenses of cyaniding, 37,034 tons ...... iene orate 13023 
Expenses of tramming, 51,413 tons ............ 6993 
Stores on hand and in transit ........... . See 15254 
Bearer Share Warrants received but not cashed. . 533 
Bullion on hand and in transit ................ 67120 
Tess Advance: One SAMO an atk eerenshouctaustete. y euslistere nore 43200 


Debtors £809 1 10; Cash on hand and at Bank 27158 
Wages at Mine £3955; General charges at Mine 5501 
Claim expenses £2108 15 10; Prospecting Exs. 1508 
Head Office expenses :— 


Salaries £1468 6 8; Stationery and Printing 152 

General expenses £3355 11 8; Legal exs. ... 55 

Directors’ Fees £1000; London & Paris exs. 2132 
Bullion produced 41416 ozs. .... 0.6... eee eee 173226 
Clewer Tailings produced ................---- 1438 
Brown’s hill tailings produced ................ 676 
General revenue £3132 16 11; Concession rents 


TOGG Retin EEN Gee ROMs StS. OS oo pmo OdpOy Ue 650 
Balance from last year £29702 18; Royalties paid, 4920 
Depreciation on works, machy. and movable plant 4372 


18 
“13 


“UL ire) 
ee] RO 096 | 


Site 
fel war 


rT 
WIS e2AD aw 


— 


18 
18 


— 
[br 


Se oe 
OHoanonwnowa 


— 


— 


Dowel o ae I 


or i 


> Answer.—WNet Profit £54116 37; Undivided Profit £83819 1 7 ; 


Total of B/S. £804815 11 -. 


Exereise 115. (Banking.) 


Prepare P/L., Appropriation A/c. and B/S. “(similar to the 
specimen given in the Appendix) of the Commercial Banking Co., 
Sydney, for the half-year ending 31st Dec,, 1907., Cap. £1000000 ; 
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Reserve Fund £1010000 ; Coin and Builion in hand £1999692 95; 
Cash at Bankers £215768 10 4 ; Amount undivided from last half- 
year £15256 195; Transferred to Dividend A/e. for payment of 
a div: for past half-year at the rate of 8% per ann. £40000 ; Notes 
in circulation £41 6617; Bills in circulation £577960 8 ; Deposits 
and other liabilities £9699943 9 10; Gross Profit for half-year 
ended 31st Dec., £45996 13 3; Government Securities £1009499 ; 
Queensland Government Notes £48103; Rebate on current bills 
£5846 11 7 ; Remittances in transit £47 2353 12 '7 ; Notes and Bills 


_ of other Banks £33300 13 9; Bills discounted and all debts due 


to Bank £8583772 4 5; Premises & Furniture £403285. 


Answer.—Net Profit £40150 1 8; Undivided Profit £55407 11; 
Total of B/S. £12765774 10 6. 


é 
7 Exercise 116, 


Prepare Trading, P/L. A/c. and B/S. of the May Consolidated 
Gold Mining Co., Ltd., on 31st December, 1907. The amount of 
the depreciation has been deducted from the assets. 


PessHprn BIEN cet Seek ua eg aR £179201 10 6 
Shafts :—Main Incline Shaft, 1015 ft. .......... 10054 —- — 
UMP Y PRAGA T S62 once Peis os Foc le ws 1054 - ~- 
Reservoir & Dams £7675 19 1; Capital........ 275000 — -—. 
PUnOr ye CPOUMOTS satel Some er ae ce Sc Bole ccs 9184 4 1h 
Owing to the Rand Native Labour Associat'n, Ltd. 59 8 
Buildnige £15228 .5 Plant... 2.6 0.3.5 eos cn sss 29698. 11 — 3} 
Reduction Works—Battery (100 Head) ‘Cyanide 
BWOTKSe ise. arin estoy ©. Cio loca cae Seca ee ee 62899 14 6 
Native Wages Suspense A/c. (amt. due to Natives) 216510 — 
Over-draft to De-Nationale Bank ............. 32545 - — 
Furniture & Fittings £407 ; Gold in transit ..... 13714 6 5& 
Unexpired value of Accident Insurance Premium 58 12 3 
Ditto; Fire Insurance Premium .... 153 8 7 
Bal. brought forward from 31st December, 1906 4046 13 2 
Rents collected £400; Depreciation ..........5 20047 3 4 
Div. received on Rand Mutual Assurance Shares 276 - — 
Transfer Fees,(London Office) ................ 1193S = 
Due from London and Berlin Agents ......... 548 —- 4 
Sundry Debtors £449 9-; Stores on hand ..... 5723 7 10 
‘Working Costs :—Quartz Winning ............ 78503 8 It 
Hauling & Pumping £18786 10; Crushing & 
ORDLN ee teense ee een. Fate Oooo ie gate 4828 8 7 
Transport of Quartz £2707 9 8; Milling ...... 34335 4 9 
Cyanide Exs. £22254 18 9 ; Mine Developmt. Exs. 24375 5 10 
Gold produced at :—Battery ...........0..... 138787 8 4 
Ditto Cyanide Works 22. ..0.6. 70692 8 ~ 
Cash in hand for Dividends outstanding ....... 330 1.10 
Investments £545; Cash at Mine ............. 25 17 10 


Answer.—Gross £23688 910; Net £4436 96; B/S. £327766 19 5. 


Lees, 


Exercise 147. ; 
Prepare P/L. A/c., Appropriation A/c. and B/S. of the 
Punctured Tyre Co., Ltd., for the year ending 31st March, 1908. 
- 1,000,000 Pref., 1, 000, 000 Ord., 2,000,000 Deferred Shares, all of 
£1 each. 


Unpaid Calls ........ £831 - - | Bal. from last a/c. after 
10000 Debs. £100 each 1000000 - -—- paying Managing Di- 
Debenture Purchases & rector’s commission £19735 14 1 


held in reserve by Co. 452800 Portion of profit placed 


PatentRights&Goodw 14262850 1 8 to patentreservea/e. 50000 - —- 
DebtOrvs 5 «cteletere s.caess 852272. 4.10-| Transfer Fees! os... 2112 2. «6 
Deteral Reserve ..... 250000 -— - | Plant,Machinery,Fitt- 
Creditors,including Bank ings & Furnishings 31386 18 11 

OVELOTALG = ace aici che 207062 1 11 Additional outlay there- 
Stocks on hand...... 165412 15 8 on during the year 17765) 5-1 
Investments at cost .. 406969 18 9 | DepreciationofPlant,@c. 3138 14 —- 
Directors’ & Trustees’ Portion of profit placed 

Hees (8 7sacces os ose 3325 — 6210 to specialreservea/c. 50006 - —- 
Paid int. on Debs. to Royalties, net profits 

31st March, 1908 .. 22000 — -— on trading, including ~ 
Transferred to Reserve dividends on inyest- 

for unpaid rebates.. 22933 12 4 ments recd. or accru- 
-Freeholds&Leaseholds 65764 13 5 6d, Gers ncaere an 468510 18 1 
a thereon during Portion of profit placed. . 

Bic sari stscstevecsheyate 13676. 3 1 to generalreservea/c. 70000 - - 

Cash ¢ & Bills at Bankers 

and on hand....... 152368 8 4 


Answer.—Profit £442160 19 9; Avpreseanen Ale. Bal. £268963 
16; Total of B/S. £5465327 15 9. 


Exercise 118. 

Prepare P/L. A/c. and B/S. of the Rochester Electric Light- 
ing Co., Ltd., on 31st Dec., 1908. Cap. subscribed in 2027 
shares of £5 each £10135. Cap. allotted under contracts, 1863 
shares of £5 each £9315; Creditors for plant, machinery, stores, 
etc., £1028 — 2. 


Salaries paid .......... £364 6 10) Cashinhand.......... £4 411 
Engine-room wages..... 227 19. — | Unpaid Cap. on 27shs.£3 81 - — 
Installation&saleoflamps 177 9 3 Arrears of Shares Calls. . 210 - 
Meter rents received ... 61 2 4] Work in Progress ...... 9315 - - 
Gross amount of charges Stamps, Stationery, &e., . 

for electric current ... 2064 14 6 consumed .......... LS OF Sk 
Due to London & Provin- Dep. of Suspense A/c. .. 91 2 10 

cial Bank on Loan ... 3000 — -| Depreciation of Stores . 240 1 9 
Value of pues -e.+. 2546 6 11) Value of Plant & Machy. 8410 14 2 
Main Circuits 4325 16 4) Electrical Instruments 399 19 11 
Insurance paid..... 41°-5:- — |= Book Debtsiiec: ss oat ues 1085 18 3 

Unexpired portion ... 13 17 6 | Discountand Allow.made 209 11 6 
MROMAILG “aca cowleecet cee 354 9 3 | Wiremen’s Wages ..... 3114 3 
Rent, Rates & Taxes . 64 6 — | Stores, Lamps, fittings in 
Due to Hy. Jasper bal. of BLOC eee 874 14 6 

DU MoOaN Rissa. eae 2667 13 6 Engine-roonr stores in stock 36 17 6 
Due to Hy. Jasper bal. of Coal in.stock ...2.2s00s 20 12 —- 

OIG IORDE Sass ose 589 1 11] Stationery in stock ... 10 = # 
Paid for coal consumed Electrical stores and fitt- 

wharfage and cartage 846 8 4 ings consumed ...... 145 14 6 
Overdraft at Bank ..... 1104-13 8 | Meters in stock ........ 453 17 10 
Incidental Expenses ... 18.13 5 | Are Lamp Plant .%.... wz - = 
Auditors’ Fees ........ 15 15 ~| Office ¥urniture....... » 4819 11 
Balance from last year 215 16 10 eae Paldingnen.eiee aoe ype 
Engine-room storesconsmd. 81 4 10| Tools ................ Pear ie Se 


ools 
Answer.—Net Loss for year £695 o 3. B/S. Deficiency £479 8 5. 
eae of B/S. £27755 19 3. 
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Exercise 119, : 
Prepare a Revenue A/e. and B/S. of the New York and Ohio 


- Mortgage Trust on 31st Dec., 1907. Cap. A/c. £138150, 4%, 


Deb. Stock Issued £138150; cost of property originally pur- 
chased £250097 15 6; Investments made during year £25923 16 
6, Creditors £25 15; Unclaimed int. and div. £79 14 10; Int. 
Deb. Stock (less tax) paid £2838 14 6; Accrued £2283 1 6; 
Interim div. paid 31st July, £690; Income Tax Suspense A/c. 


_Dr. Bal. £57 113; Trustees’ remuneration £200; Int. received 


on securities £79747 6; Income Tax paid £14 6 5; Transfer 
fees reed. £58 7 6; General Exs. £385 15 11; Cash at Bank, 
viz. :—On deposit £4500; on Cap. A/e. £278 8; On Income A/e. 
£253 2 1; On Interest and Dividend A/e. £79 14 10; Balance 
from last A/e. £881 — 2. 

Answer,—WNet Profit £2310 16 8; Undivided Profit £2501 16 10. 


Exercise 120. 

Prepare P/L. A/c. and B/S. of the National Discount Co., 
Ltd., on 31st Dec., 1907. Gross-Profits during the half year 
£87488 3 9 ; Income Tax paid £740 9 10 ; Cap. £169333 shares of 
£5 per share £846665; Reserve Fund £460000 3 balance b/f, 
from last a/c. £3361 — 7; Directors’ and Auditors’ remuneration 
£2650 ; Freehold Premises £108465 14 1 3 Int. due on Deposits, 
Rebate and Sundry Cr. Bals. £147328 10 2 ; B/R. discounted on 
hand -£8275541 18 6; Current exs. and salaries £8318 16 2; 
Interest due on Invests. and Loans and Sundry Dr. bals. £19958 
5 33 Liab. on Deposits, Loans, and Bills re-discounted £1041 4208 


'48; Cash, Consols and other Securities £1961824 51; six mos. 


div. at 11% per ann. on cap. £46566 11 6; Loans on call, short 
and fixed dates £1553361 3 4; Rebate on Int. on Bills not, due, 
carried to new a/c. £28190 6 11. 

Answer.—Net Profit £47585 10 10; Undivided Profit £4382 
19-41. 


Exercise 121. (Bankruptcy, page 522.) (C.A. Intermediate.) 

Prepare Statement of Affairs on 9th J uly, 1906, of the ‘‘ Sandy 
Freehold Land Society.” Unsecured Crs. £200000; Crs. fully 
secured £6000 ; Property held by secured Crs. £12000; Crs. for 
Rates, Taxes and Wages (preferential) £300; Assets B/E. (good) 
£22 ; Book Debts £27000 ; Good £1000; Doubtful £25000 (produce 
£2000), Remainder bad ; Property £56000; Loans on Mortgage 
(produce £60000) £170000 ; Office Furniture, &e., £100; Cash at 
Bankers £900, at Office £100. Answer.—Deficiency £74178. 


Exercise 122. (Bankruptcy, page 522.) (O.A. Final.) 

Prepare Statement of Affairs and Deficiency A/c. as on the 
10th Oct., 1907, of Wm. Corby. Cash in hand £85 ; Book Debts 
£3472, estimated to produce £2869 ; Unfinished contract in hand, 
estimated to produce £3000 over arid above the cost of complet- 
ing it; Plant, tools, &c., cost £1880, estimated to realise £500 ; 
Office Furniture estimated to realise £25 ; Stock-in-trade valued 
at £1900; Investments valued at £6200, of which are deposited 
with bankers as security for loan £5460: Life policies for £2000, 


ra 


of the estimated surrender value of £1470, subject to advances 
made by the Insurance Co., amounting to £1420; Unsecured 
Crs. on Trade a/c. £4140; Unsecured Ors. for cash advanced 
£5308; W. Smith for two mos. wages due to him as clerk, £30 ; 
A. Compton, six mos. salary due to him at £15 per month ; Rent 


recoverable by distress £45; Bankers for loans partly secured ° 


£10134 (estimated value of securities held by bankers £7460, 
viz. :—Investments £5460 and Lease £2000) ; Capital A/c. on Ist 
January, 1907, as shown by the books, £189; Loss on Trading 
from ist Jan. to 10th Oct., 1907, £374 ; Loss on sale of invest- 
ments made on 13th June, 1907, £200 ; Drawings £750. 
Answer.—Deficiency £3118 ; Total B/S. £12162. 


Exercise 123. (Bankruptcy, page 522.) (C.A. Final.) 

Prepare Statement of Affairs and Deficiency A/c. of Mr. Alfred 
Sykes, on 31st Dec., 1908. Good Book Debts in England £6650 ; 
Doubtful £5000; Bad £4500; Properties, stock and book debts, 
in Brazil £32000 ; Warehouse in England £26000; Stock in ware- 
house £1000; and at Bleachers’ and Finishers’ £4750; Fixtures, 
hoist, &c., £500; Cash at Bank, £1; in hand £5; Creditors 
£65000; of which £250 is for wages and taxes, £20000 is in 
respect of a mortgage on a warehouse building, and £7500 is for 
bleaching and finishing ; B/P. £14500; and there is a liability 
of £3000 in respect of B/Rs. which, however, is not expected to 
rank. Assume that stock, doubtful debts, and fixtures in 
England will realise two-thirds and the properties, stock and book 
debts abroad one-half of their face value. On Ist Jan., 1904, he 
had a capital of £30000. After charging int. thereon at the rate 
of £1500 a year, and paying £800 a year for int. upon the ware- 


house mortgage, in the first 3 years he made profits of £4200, 


£3700, and £800 respectively ; and in the last 2 years losses of 
£6400 and £7894. His withdrawals amounted to £6200 a year. 

Answer.— Deficiency £21760 13 4. — 

Exercise 124. (C.A. Final.) 

Broadbent & Co., Ltd., is formed with a cap. of 20000 shares 
of £5 each. Of these 15000 are offered for private subscription, 
£1 per share being payable on application and £1 10 — on allot- 
ment, 14000 shares were applied for by the following persons in 
their respective proportions :—Chas. Norton 1000 shares; Hy. 
Onslow 1250; Andrew Smith 1000 ; Septimus Dixon 1000 ; Fen- 
wick Robson 1500; Leonard Andrews 1500; Thos. Hardy 1000 ; 
Chas. Chater 2000; Howard Ingram 3000; -Robert Reay 750. 
The directors allot 12500 shares only, no allotment at all being 
made to Hardy, and 2500 only to Ingram. The deposit made by 
Hardy is returned to him, and the amount paid on application 
by Ingram on the shares in excess of the number allotted to him 
is applied in partial satisfaction of the amount payable on allot- 
ment, the bal. being afterwards duly paid. All the other allottees 
also paid the amount due from them. Two months after the 
date of allotment a call of £1 10 — per share was made, and paid 
by all the shareholders, with the exception of Robert Reay. All 
the sums reed. from applicants and shareholders are paid direct 


Me Gee en ee wer a seis seid i ali all ala y 


a a 


wae eo. me 


to the Bankers of the Co. The directors purchased from Brig- 
ham & Co. their business, for £80000.. The purchase price was 
paid as follows: £30000 in fully-paid shares of the Company ; 
£20000 in 5% first mortgage debentures; and £30000 in cash. 


‘Make necessary Cash Book and Journal entries, post them, and 


take out a T.B. : 
Exercise 125. (Income Tax, page 340.) (C.A. Final.) 


Prepare the statement of Smithson & Co. showing the amount 
on which they should be assessed for income tax under Schedule 
D for the year 1901-2. The annual rent of the leasehold premises 
£40 is debited to Trading A/c. which is also debited with 


amounts paid for mcome tax—1898, £25 ; 1899, £35; 1900, £50. 


The assessments each year under Sch. A have been, in respect 
of leasehold on £90, and freehold on £300. : ; 


Profit and Loss A/e., 31st December, 1898. 


Interest on Loans ......... . £500 Balance from Trading A/c. .. £3760 
PECADO RURG.. terele = Sitteia wie cre ce 600 2 
Interest on Capital ......... 1000 

PrOftE Hci cine wld vnc cv cls wes'ses 1660 


Profit and Loss A/c.,°3ist December, 1899. 

Bank Interest and Charges .. £250 Balance from Trading A/c. .. £2300 
Interest on Loans 500 THO BBM ear cistarcletel oictertha a bi ateracaer 50 - 
Bad_Depts:tagica nists s.0:6 pos 150 
Interest on Capital 850 
; Profit and Loss A/c., 31st December, 1900. 
Bank Interest and Charges .. £50 Balance from Trading A/c. .. £3000 
Interest on Loans .......... 1050 
500 yp 8 ees ene ioens 300 
Interest on Capital ......... 950 : 
EDGE BOS, Oe eer EE ROC 650 

Answer.—Profits £2835 ; £985; £2350; Average £2056 13 4. 


Exercise 126. 
From the following T.B. of Kaye & Stewart, Ltd., prepare 
Trading, P/L. and Appropriation A/cs. and B/S. at 31st Dec., 


1900 :—Charge Depreciation on buildings at 3% per ann., on 


machy. at 6% ; credit to bad debts reserve $% on sales, £136600 ; 
write down patents by 10%; reserve 13% dis. on debtors (£779 
71). Stock at 31st Dec., 1900, is £22600 18-. Appropriate 10% 
on net profits as remuneration to managing director ; £500 as 
directors’ fees; £3500 for Reserve Fund, and 10% as div. on 
Cap., and c/f. the balance. 


Dr. Balances— Br. Balances continued— 

Stock, Ist January ..£32400 12 6 Bankcharges&interest £387 17.6 
CaS siciga racks; sieceiekares 120 6 —| Land & Buildings .. 22300 — — 
Baw sole nteiersinrssceictess 4208 14 - Plant & Machinery 37960 - = 
Purchases ...¢...2< 62365 17 = Debtors ..:.....2-> 52640 - — 
ManufacturingCharges 11575 -— -| Patents ........+>- TOO = = 
WS PORS eicrctclacctore scat 28555 4 — | Gr. Balances— 

Palariesictcicisiom <a.n0's 152053= = 10000 Shares at £10 100000 —- —- 
Sale Expenses ....... 6860 — —-| Sales ......ssesseee 136590 10 - 
Rates and Taxes .... Zag Discount .....-..+. Dig dae 
TASUTANICE—sieis os erasers 190 «= = Creditors (oi. ..5 sci 20862 4 6 
General Expenses.... 2640 10 —- Bad Debts reserve |... 888 -= - 
DISCOUDb. vee. sero ele 9473 — -—| P/L. Bal. 31st Dec.,’99 779 6 6 
Bad Debts written off 575 ~ —| Reserve Fund ...... 6000- - = 

Answer,—Gross £34294 14 6; Net £15709 TEAM. 


Vi 


Exercise 127. (C.A. Intermediate.) 
Prepare P/L. A/c. and B/S. from the following T.B. of the 
“Waverley Hotel Co., Ltd.” as at the 30th June, 1902 :—Gr. 
Balances : Share Cap. 2000 Shares fully-paid, £20000 ; Mortgage 


Debentures 6%, £8000; Crs., £2750; B/P., £825 ; Cr. for Deben- — 


ture Int., £480; General Receipts, £14450; Hire of Assembly 
Room, £1295. Dr. Balances: Debtors, £1750; Cash at Bank 
and in hand, £2850; P. & L. bal. lst July, 1901, £1450; Goods 
purchased including stock on hand Ist July, 1901, £14950; Rent, 

rates and taxes, £3350; Salaries and wages, £3050; General 
Exs., £650; Repairs and Alterations, £475 ; Int. on Debentures 
due £480; Directors’ fees, £300; Hotel Furniture, £18495. 
Stock £4750. 

Answer.—Net Loss £2760; Total Deficiency £4210; B/S. 


£32055. Exercise 128. (C.A. Intermediate.) 

1, The Washington Manufacturing Co., Ltd., issued cap. in 
Pref. Shares 4000 at £10 each, Ordy. Shares 6000 at £10 each, 
also Debentures 300 at £100 each. ‘The Debentures are payable 
at £10 each on application, £20 on allotment, and £70 at 3 mos. 
The Pref. Shares at £1 on application, £3 on allotment, and £3 
each at 3 and 6 mos. The Ordy. Shares are allotted to Vendors 
as fully-paid. “Ihe vendors are Paul Jacob and Simon Montfort 
in equal shares, and the property taken over from them may be 
treated in one item as £60000, as on Ist Feb., 1902, which is the 
date of allotment. Set out the Journal entries under their 


respective dates, credit in Cash paid to Bank the amount recd. 


at due dates, and prove by T.B. 2. This Company at 31st Jan., 
1903, had made profits amounting to £16650 (after charging 
income tax), to be apportioned \as follows :—Directors’ Fees 
£1000; Reserve Fund £2000 ; Debenture Int. at 5% Pref. Shares 
at 6%, and appropriate the rest in Dividend on Ordy. Shares 
at an even rate per cent., carrying forward not less than £900. 
Income Tax at 6d. in the £ deducted from Deb. Int. and Pref. 
Div. Maké.out the Appropriation A/c. Answer.—Bal. Gifs 
£1097 27; Ordy. div. 5%. 
Exercise 129. (C.A. Intermediate.) 

From the T.B. of a Colonial Colliery at the 31st Dec., 1907, 
prepare Trading, P/L. A/cs. and B/S. The Share Cap. is 
£250000 in shares of £1 each, of which 120000 shares are fully 
paid up; 80000 shares are 15/- paid up, and 50000 shares are 
2/6 paid up :— 

Dr. Pencee | Dr, Balaness continued— 


BANKS clon is en sleisisising ace To LOO Diy. paid 7th Nov., 1907 .. $8000 
Cashes st crmenenisse ea ion 66 Debtors swiss ee eae 15341 
Maintnce. & Renewal of Ry. Cost of Properties ........ 199094 
Rolling Stock, Plant, ete. .. 1772 
General Management Bxs. in Cr, Balances— 
Australia including Sals. Tray. share: Capitalis.sa aseee ones 186250 
Exs., Rent, & Petty Exs. .. 955 Int. Rents & Transfer Fees — 491 
ByRissse tial Sao 3154 Sales of Coalene oer ataeae 45452 
Cash on Deposit ........... 24755 Reserve Fund ........ie.. 50000 
Directors’ Fees .-. a sbepetaneaeters 600 Call of 5/- per sh. on 80000 
Colliery Gen. Working Exs. (part paid in advance) ... 8635 
__ Carr. & Shipping Charges .. 34085 P.& L. A/c., 31st Dec., 1906 10513 
f Auditors’ Fees .........0.. 142 Unpaid Dividends ......., 657 
London Expenses .......... 847 Creditors esc n aeaoeeee 3219 
Answer.—Gross Profit £9595 ; Net £7542; Total B/S. £258816. 
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Exercise 130, - (Bankruptey, page 522. (C.A. Final.) 


Prepare Statement of Affairs and Deficiency A/c. of Messrs. 
Jones & Co., on 31st Dee., 1900. The firm commenced business 
on Ist Jan., 1896, with a cap. of £25000. The trading after 
charging int. upon cap. at £1000 a year, resulted in a profit for 
1896 of £602, and in losses in the subsequent respective years of 
£370, £450, £500 and £700. The Drawings of the Partners were 
at the rate of £900 a year ; and £1500. had been expended during 
the 5 years upon Patents and Experiments, and at the date of 
Bankruptcy stood in the books at that sum. Unsecured Crs. 
£15050; Crs. partly secured £19080 (holding security, as stated 
by the books, of the value of £18100, but which ig only estimated 
to realise £6000); Crs. for Wages, Taxes, &c., £500; B/R. 
discounted £2060 (upon which it is estimated there will be a 
liability of £280) ; Stock-in-trade £10100 (which is estimated to 
realise £8000); Book Debts, good, £7860, doubtful and bad £650 
(estimated to realise £178) ; Land and Buildings £8000 (estimated 
to realise £5000) ; Machinery and Plant £12500 (estimated to 
realise £5500) ; Cash in hand £2, 


Answer.— Deficiency £2370; Total of B/S. £28410. 


Exercise 131. (C.A. Final.) 


The Manufacturing Co., Ltd., is floated to take over an exist- 
ing business with a nominal cap. of £200000, divided into 20000 
shares of £10 each, of which 15000 are subscribed and allotted 
(exclusive of the Vendors’ Shares). £1 per share is paid on 
application and £4 per share on allotment on all the shares 
except those issued to the Vendors. The Vendors agree to 
accept the purchase money of their business, amounting to 
£72000, in shares and cash—as to £50000 in fully paid shares 
and as to £22000 in cash. The Assets purchased by the Co. 


-consist of Book Debts £21500 ; Stock-in-trade £25000; Furniture 


& Fittings £500; and Goodwill £25000; and the cash portion 
of the purchase money is payable 7 days after the allotment of 
the shares taking place on the 30th June, 1903. Make the entries 
in the Cash Book and General Ledger of the Company necessary 
to record these transactions. 


Exercise 132. (C.A. Final.) 


The Herald Publishing Co., Ltd,, has a Share Cap. of £22500 
divided into 2250 shares of £10 each. Prepare Trading and P. 
& L. A/es. and B/S. for the year ended on the 31st Dec., 1909, 
from the following T.B. :—Stock at 31st Dec., 1909, £5822. £23 
has to be written off the Lease and £250 for decrease in valua- 
tion of the Copyrights, and reserve £235 for Doubtful Debts. 
Due 3ist Dec., 1909, but have not been put through the books, 
viz. :—Directors’ Fees £97; Salaries £16; Rates & Taxes £84 ; 
Rent £47; Interest on Debentures £186; Discount on open a/cs. 
£89; Trade Expenses £27; Interest on Mortgage £4, 


Dr. Balances— Dr. Balances continued— 


Div. paid 31st August, 1909 £2250 Returns (Sales) ..... pele ee Teo ON 
Stock, 31st January, 1909 5637 Bills Receivable...... (sate aioe Oa 
Purchases ....seeerereeee 13424 Cash: at Bank 26s «tae mst 2179 
Discounts 6.1.26 eres eeess 5 Int. on Debentures ....... 581 
PODES ae «axis wiobocernie wioto's eles 136 Debtors in Trade Ledger .. 2865 
WAGES css ors aie Sore ste vsleleaie _ 600 » . inCustomers’Ledger 925 
Fixtures & Fittings........ 106 ; 
Lease of Premises ........ 1727 | Cr. Balances— j 
Freehold Premises......... 2000 Share Capital ....... sabe =. 2eDOOR 
Caiaieeacnatetsliesoaketteemuats™ ayer 3 Debentures ....... Siereigtevete 15500 

' Trade Expenses .........- * 183 SalOs scieie oie ata fos oe rea ee 19785 
Rates & Taxes ........... 69 Returns (Purchases) ....:. 22 — 
Tawi COs tsarercteaier's screre mispets 35 P. & L. Bal., 1st Jam....... 3682. 
Salaries » sc siete «eine were « oi0' 355 Bad Debts Res., Ist Jan.... 144 
Directors’ Fees .....---.-: 292 Rents Receivable ......... 37 
UTAGOROSH © credshe aivvonslacassens lege 15 | Sundry Creditors— 
(GOO Will-ctes oe mis siete )a eee 25000 In Author’s Ledger ..:.:.. 2358 
Copyrights ....j....6. 1.6% 7918 In Trade Ledger .......... 2902 = 


Answer.—Gross Profit £5638 ; Net £3090; Undivided £4522 ; 
Total of B/S. £48242. J 


Exercise 133. (Income Tax, page 340.) 


Prepare a Statement of John Bull showing amount returnable 
for Income Tax Assessment under Sch. D, and what deductions 


LE{aihP eae SOA SCAA Geis Got TOS ao £1100 - -£300 
A Wiel eae ee an Wp ons OI ee SS £50 : 
The following items had been charged 

before arriving at the P/L.: ~ 


Interest on Mortgage .............;- 60 60 60 
Interest on Capital........... ae 400 —-— = .4505> "380. 
Depreciation of Plant .......... sa 150 150 130 - 4 
Paid Income Tax, Schedule D 25 35 30 , 
Ditto Sch. A, at 6d., in respect of Premises 5 6 6 
Life Insce. Prem., charged to Drawg. A/c. 25 25 25 


Answer.—Profits £1540, £411, £716; Averaye £889, subject to 
claims for ‘“ Wear & Tear” and Insurance Premiwm, but the 
deduction of the. Premiwm does not entitle John Bull to the 
abatement of £70. =a 


Exercise 134. (C.A. Final.) : 
4, ‘The Wharfeside Steel Co., Ltd.” came into existence on 
the 1st Jan., 1903, having a cap. of £40000 in 8000 Shares of £5 
each, £1 to’ be paid on allotment, £1 on the Ist Mar., and £1 on. 
the Ist June. Freehold land value £2500 was purchased and 
buildings erected thereon, at a cost of £11250, There was also 
xpended in plant and machinery £3750, in office furniture and 
fittings £175, and the expenses attendant upon the formation of 
the Co. amounted to £375. The works were completed by the 
30th June and all liabilities in connection therewith were 
discharged at that date; there were, however, outstanding as 
arrears upon the allotment £175, upon the Ist call £280, and upon 
ond call £345. There was cash at Yorkshire Bank £5150. Make 
the necessary entries for these transactions, prepare B/S. as on 
30th June. (B/S. Total £23200.) 


2.- On the 31st Dec., Stock was taken (which amounted to 
£7800). From the following T.B. prepare Trading & P/L. A/cs. 
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and B/S. after depreciating Freehold Buildings 1$% per ann., 
Machinery and Plant 10% per ann., Furniture, &c., 73% per 
ann. Preliminary exs. one-sixth. Cr, Balances :—Cap., £24000; 
Sales, £17500 ; Creditors, £2375. Dr. Balances:—Freehold Land 
£2500 ; Buildings, £11250; Machinery and Plant, £3750; Office 
Furniture and Fittings, £175; Wages, £4000; Formation exs., 
£375 ; Calls in arrear : Allotment, £130; First Call, £100, Second 
Call, £120; Purchases, £12375; Salaries £2200; Directors’ and 
Auditors’ Fees, £475; Printing, Stationery, &c., £120; General 
Office exs., £180 ; Rates, Taxes and Insurance, £60 ; Book Debts, 
£2940; Yorkshire Bank, £3125. Answer.—Gross Profit £8925 ; 
Net £5549 1 3. = 
Exercise 135. (Royalties, page 543.) (C.A. Final.) 

On the Ist Jan., 1901, Jas. Fincham became the lessee of a 
Chalk Pit on the terms of paying a minimum or dead rental of 
£1000 per ann., merging in a royalty of 4d. per ton. The out- 
put in the year 1901 was 30000 tons, in 1902 it was 40000 tons, 
and in 1$03._70000 tons. Show how you would deal with the 
Royalty and Rental in Fincham’s books, the lease providing 
that dead rent not merged in royalty could be deducted out of 
future royalty in excess of the minimum, on the footing that 
Fincham would in the course of five years have increased the 
output to at least.300000 tons. 

Exercise 136. (C.A. Final.) 

The Middleton Colliery Co., Ltd., T.B. on the 30th June, 1904, 
is given below. Stoek £2531. Make out Trading, P/L. A/cs. 
showing average cost and profit per ton, to the third decimal, 
and prepare B/S. Due provision has been made for deprecia- 
tion, and the output for the year has been 1055144 tons. 


Dr. Balances— Dr. Balances continued— 

Leasehold Colliery Plant, Surface Damages.......... £1340 
Machinery, &c. ......... £600000 Dis. and Allowances ...... 13396 

New Works Expenditure .. 11416 Salaeipsietc. )<tate,. siseeels. 6 5499 

DE DUOIS™ oo aide pies Sh oie kee 77970 Directors’ and Auditors’ Fees > 

Bills Receivable........... 7404 and Law Charges ....... 3954 

National Mercantile Bank 15358 | Rates, Taxes and Insce..... 8051 

Stocks, Stores & Materials.. 15480 General Office Exs. ....... 3741 


Coal Stock, 1st July, 1908 - 1749 Subscriptions and Donations 1790 
Interim Diy. A/c., 1st Jan. 45000 


WAGES ta tisrnae ae gils = 6 ste 263647 | Cr. Balances— 

Rents and Royalties ...... 35791 Cap. 60000 shares at £10 .. 600000 
Pit Wood, Stores, &c. ..... 52044} Reserve Fund .........+++ 24314 
Coal for Colliery use ...... 19752 P.& L. Undivided Profits 18078 
Horses and Horsekeep .... 13383 | Credif®rs .........-.++0++ 73210 
WaugonHire,Freight&Carr. 42841 Coal and Coke Sales ...... 524004 


RAnswer.—Gross Profit £95988 ; Net £59557 ; Undivided £32635. 


Exercise 137. (Bankruptcy, page 522.) (0.A. Final.) 
Prepare Statement of Affairs and Deficiency A/c. as on Ist 
July,.1907, of Thomas Campbell, merchant, trading to the West 
Coast of Africa; Unsecured Crs. £8830; Fully-secured Crs. 
£2352 (who hold security of the cost value of £2630); Partly- 
secured Crs. £37697 (who hold securities of the cost value of 
£18098); Preferential Crs. £822; B/P. £20066; B/R. (dis- 


~ counted) £5833, of which £1000 is expected to’ rank ; Book Debts 


-o 
a, 
o; qi 


a Sit al pe 


in England (good) £1341 ; doubtful £170; estimated to produce — 


£85; bad £34; Stock in Liverpool at cost, £1306, estimated at 
£1200; Stock & Book Debts (less sundry liabilities) on the 
_ Coast, cost £36584 ; estimated loss on realisation £13224, of Stock 
£5638, and of Book Debts £7586 ; Four Station Buildings, Plant, 
Steamers and Carrying Craft £40000, expected to realise £20000 ; 
Office Furniture £289, estimated to realise £200; Cash in hand 
£4, at Bankers £80. On Ist July, 1902, he had a cap. of £42000, 
profits appearing to have been made in 1902-3 and 1903-4 of 
£5000 and £4000 respectively, and losses in the three subsequent 
years of £2100, £2600, and £3031 respectively, allowing £2000 a 
year for interest upon capital and his withdrawals having been 
at the rate of £4500 a year. : 

- Answer.—Deficiency £3769. “Total of B/S. £49495. 


Exercise 138. (C.A. Final.) 

Prepare B/S., Trading, P/L. A/es. of the Kingbury Brewery, 
Ltd., for the year ending 30th June, 1905 (Stock £6500), from the 
following. Registered cap., viz. :—4000 6% Pref. Shares of £10 
each, £40000; 4000 Ord. Shares of £10 each, £40000. 


Dr. Balances— Dr. Balances continued— 
Brewery Plant & Casks..... £40500 Interim Dividend paid ..... £1100 
Directors’ Fees ............ 500 Debenture Interest paid .... 500 
Loans to Customers ........ 1200 | Stock, 30th June, 1904 ..... 5000 
Debtots sees 3500 | Cr. Balances— 
Bankrc tow aa. cetintoarase oe 3000 | Subscribed & Called-up Cap., 
Cashew aca noe hae 150 viz. :-— 
PUTCHASES= os. cicdow 6 oo ioe 6200 2000 6% Pref. Shs. of £10 each 20000 
Hxcise=Duty- cock. sa unvees 3000 2000 Ord. Shs. of £10 each .. 20000 
Good willkS stent 25000 5% Debentures =... take 20000 
WaGesin curves nies Sess 00 Creditorse sacene snk cies ee 300 
General Wxpenses .:........ 800 Reserve:Aje; os). cea ee ne oe 10000 
Trade Discounts ........... 5000 Sales. Nace Ee ee 24000 
Bad. Deptisit =. sceeees 100 | Rents Received .:......... 3000 
Depreciation: ..........0e:0.: 2500 | Balance of profits b/f. from 
Rents paid senna 2000 30th June, 1904........., 1 


650 

Answer.— Gross Profit £10400; Net £6500; Undivided £7050. 

Exercise 139. (Royalties, page 543.). (C:A. Inter.) 

The Leeds Colliery Co. acquires a lease of a mineral area for a 
term of 60 years at a minimum certain rent of £500 per ann. 
“merging into a royalty of sixpence per ton on coal worked in 
periods, each of three years. Assuming the royalties on coal 
worked during the first year amounted to £100, in the second 
year £400, and in the third to £700 (leaving £300 of certain rent 
forfeited), make Journal an@ Cash Book entries and post to 
Ledger A/c. on the basis of the first two years’ rent having been 
paid to the end of each year, and the rent of the last year being 
unpaid, showing the amount chargeable to P/L. in each year. 


Exercise 140, 

Prepare Trading, P/L. A/es., and B/S. for the year ended 
31st Dec., 1905, from the T.B. of the books of John Williamson & 
Co., Ltd., Manufacturers. Write off depreciation on patents and 
machinery at 5% per ann., and on loose tools at 123% per ann. 
Provide 5% to cover doubtful book debts, Stock at 31st 
December, 1905, £16350. 
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' Dy. Balances— Dr. Balances continued— 
Freehold Land & Buildings £ 000 | ASB Ie Ge Save siteiae sek nent ERE OOE 
Machinery & Plant ....... 27000 Bad Debts S5onemor. 125 
Loose Tools ........ ete 1000 Reburnss ek oe fesse ese 1880 
Stock at Ist January, 1905 17500 Repalts ys 5. go. cos voendl 405) | 
Material Bought .......... 23750 Interest on Debentures .... 800 | 
WEEE tence. pace see 9000 Patents (cost) ............ 13170 
Office Salaries & Travellers 2500 2 
Coaland Coke ........;.. 1300 | Cr. Balances— ; 

Rates and-Taxes ......... 430 Issued Capital ............ 70000 
Discounts ....... aieivie nse, OBO. Debentures .........., +++ 20000 
Bank. Micra cotetoee: Pe BbO0 Creditors thats Sis veini eect tO O) 
len Gora sr. sare eas Be ae 


Hee ee wwe ne Veacee eee 
. 
> 


6800 Sales 53000 
Answer.—Gross Profit £15920; Net £8366 10; Total B/S. 
Exercise 141. (Income Tax, page 340.) (0.4. Final.) 


Prepare Income Tax Return, Thomas Thorp, showing the 
amount payable under Schedule D for the year ending 5th April, 


. 1907, from the following :—Net balance of P. & L. A/es.—1903, 


profit £1000 ; 1904, loss £200 3 1905, profit £800. The following 
had been debited to the a/cs. before arriving at these balances : 


' _ Ground rent of leasehold premises occupied for the purposes of 


.the business £20 a year; Income Tax at 8d. (Schedule A) for 
same premises £10; Income Tax (Schedule D) 1908, £12; 1904, 
£14; 1905, £20; Int. on Mortgage of £2000 at 4%; Bank Int. 
1903, £20; 1904, £17; 1905, £30; £20 a year had been written 
off on account of goodwill, and £10 a week had been drawn by 
the principal for salary. 

Answer.—Profits £1362 ; £164; £1170; Average £898 13 4. 


Exercise 142. (C.A. Final.) 

Prepare Trading, P/L. A/cs. and B/S. from the T.B. at 30th 
June, 1906, of the Pottery Co., Ltd. Nominal Cap. £10000 in 
£10 shares. Stock 30th June, 1906 :—Earthenware £800; Crate- 
wood, &¢e., £200; Clay £800; Coal, &c., £200. Write off 
Depreciations—Machinery and plant 5%, land and buildings 
23%, tools, &c., 5%, provision for bad debts and discounts 5%, 
off debtors, 


Dr. Balances— Dr. Balances continued— 

).-@alis in’Arréar. S2.3.0'6 eos. £200 Repairing & replacing Plant £150 ; 
Land & Buildings ... -. 2000 Do. do. Loose Tools 50 
Plant & Machinery .. 2500 Do do. Buildings 100 
Loose Tools, &ce. ..... ane i OOO: Rates'and Taxes ......... 50 
Horses & Carts ...... ene 00 Gas and Water ........... 50 
Stocks, 30th June, 1905 :— Bills Receivable........... 1200 

Earthenware............ 1000] - Incidental Expenses ...... 200 
Cratewood, Packing, &c. 250 1 aT ey ae gra ane ea 450 
CE er SS ae ins heieiae 1000 WaghigcrencMiretarsn os chee 50 
Coal and Sundries ....., 250 4 
DE DEOUS erate acaospeuctt, «Sais ol eiayare 3000 | Cr. Balances— 2 
Straw, Cratewood, &. .... 600 Capital, 900 Shares paid up 9000 
Coal, Coke, &. .........-. 300 MOAT CA Catraietenc.c daas sere 200 
Pat bie Cate Cc 2500 CROCITOT AS a vinie sie tiene te ee OOO 
NE ADEs ere etwas css e's 6500 Sal es Merracisie,ciaciend Case ntaoe 12000 
Horse and Cart Expenses 300 Dacian? G6. ors oreis ise: cieiae 1000 
OES ee = ee no el 5 Billg-Payable © \.../iaviecwis secre 800 


00 
Answer.—Gross Profit £2100; Net £850; Undivided £1050 ; 
Total of B/S. £11650. 


: Exercise 143. (C.A. Final.) ae 

The Auto-Car Manufacturing Co., Ltd., purchased certain — 
patents from Morgan & Evans under an agreement dated 15th 
July, 1906, at a Zosb of £55000, £5000 of which was to be paid to 
the vendors in cash, and £50000 in fully-paid £10 ordy. shares. 
The Co. issued Cap. to the extent of £100000—£75000 in £10 
ordy. shares (£1 on application, £4 on allotment, and £5 at the 

end of 3 months), and £25000 in £25 5% pref. shares (£5 on — 

application, £10 on allotment, and £10 at the end of 8 months). _ 

The patents passed on to the Co. according to the agreement on — 

31st July, which was also the date of allotment. The shares — 
were fully subscribed and duly paid for, the cash being paid 
direct to the Co.’s bankers. Make the Cash Book and Journal 
entries for the above, post to Ledger A/cs.,:and make Trial 


’ Balance. 


Exercise 144, (Income Tax, page 340.) (C.A. Final.)  — 
The P. & L. A/c. of a Company owning its own premises 
assessed at £3234, shows a profit for the year ending 31st Dec., — 
1907, of £9253, in arriving at which Directors’ Fees £1750, — 
Income and Property Tax £1487, Interest on Loans £200, Depre- 
ciation of Buildings £100, of Plant £182, and of Fixtures £95, 
and Subscriptions and Donations £75, have been charged, and — 
£96 income from an investment in £2500 Debenture Stock of a 
Company has been credited. The agreed figures of the two 
previous years are £5915 and £7745, and the rate of depreciation 
of Machinery, which stood at the beginning of the year at 
£2430, and to which there has been added in the year £280, has — 
been agreed at 74%. Make out the Income Tax Return for : 
1908-9. Answer.—Average Profit £7240 13 4, subject to claam — 
for “‘ Wear and Tear.” ; 
Exercise 145, _(C.A. Intermediate.) 
Prepare as on the 3lst March, 1907, Trading, P/L. A/cs. and 
B/S. of L. Bentley & Co., Ltd., the Stock at that date being 
£9640. 
5 


Capital .......se eee ee eeees LIAO Gxt Remback see ase straceteae uma On £2911 
Creditors .... sce sees eee eees 17460 |" Rates G: Taxesiar jaws 913 
Bills payable ......0.-.seees 735 | Gas, Hlectric Light & Water 462 
Pp: & tL. Balance from 1906. . > - 24262) Salaries. 2.5 05 occ sens + ows ws 710 
Interim Dividend paid 14 WS SCS —ssriton wicleauiee ave intenstents 3817 
Cash :—On Deposit ......... Premiums & Commissions ... 1451 | 
ait) Bank: jc aniemutnepan Advertisements ..-.......5-. 943 
in: hand Ss akccncurees Price Lists, Printing & Postages 1662 — 
Leases ............. ; Housekeeping *.......0eec ees 1240 
Fixtures & Furniture ae Carriage, Paper & String .... 1612 
DeDtOLe se cvs v ens eoens General Trade Exs........:.- 395 
Insurange paid £182, of which ENGCLESbs cae a acest ete ois RSS iGo 531 
£64 is unexpired .......... 128 | Discounts allowed .......... 57 
Goodwill ...... Petes ieveteisssy mete 12000 | Annual Painting of Premises 79 
Stock, 31st March, 1906...... 100472 Bad: Deb Sijs sie sistsis: depen ee 97 
PULCHASESvahspepsteecane cela ee elenine 61217 | Depreciation of Leases ...... 289 
Sales... we cee ecenen nea s 85683 | Auditors’ Fees ............- 75 
Discount obtained........... 2006 | Preliminary Exs. written off . 246. 


Answer.—Gross Profit £18630; Net £8447; Undivided £9472 ; 
Total of B/S. £41683. 
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Exercise 146. (Banking.) (C.A. Intermediate.) 


__ Prepare P/L. A/c. and B/S. of the Thrifty Bank for the 31st 
Dec., 1906. Gr. Balances :—Cap. £114430; Reserves £145210 ; 
_ Notes Issued £39705; Customers’ Credit Balances £897530 ; 
_ Unpaid Dividends £240; Gross Profits £32490; Bal. of Profit, 
1905, b/f. £1560. Dy, Balances:—Bad Debts £3000 ; Expenses 
£11505 ; Interim Div. paid £5720; Cash in hand £38135; Cash 
at Call £44230; Investments £328465; Stamps on hand £505 ; 
Premises £37250 ; Customers’ Debit Balances £762355. 


Answer. 


£13825. 


Exercise 447. (C.A. Final.) 


Draw Trading, P/L. A/cs. and B/S. for the year at 31st Dec., 
_ 1906, of the Oil and Gas Motor Co., Ltd. The Nominal Cap. is 
__ £25000 in £10 shares. Write off Depreciations—Land & Build- 
_ ings 3%, Plant & Machinery 5%, Patterns 10%, Patents 10%, 
_ Office Furniture 5%, and make a provision of 6% on the Debtors 
_ for discounts and bad debts. On 31st December, 1906, the Stock 
_ was £9500, and Loose Tools £2300. ; 


Net Profit £17985 ; B/S. Total £1210940 ; Undivided 


Dr. Balances— Dr. Balances continued— 
_ Land & Buildings ......... £5000 | Printing, Advertising & Sta- 
é Plant & Machinery ........ 8800 TOREN cash ace vas plait wie 250 
Be GUCTOS. Sti oo wedisinein sss 3300 Rents, Rates, Taxes & Insce. 260 
_ Stock-in-trade, 31st Dec.,1905 9000 Travelling & Commission.... 1400 
he Office Fittings & Furniture 400 General Expenses .......... 450 
Loose Tools, valued 31st Dec- Directors Wes i<s gatas 100 
re (220% S15 Pig 210 ee ee 2500 | Interest on Debentures ..... 900 
: PCPA att Aaie 5 clei vig. binlent’s.« ~ 100 Bank Interest & Commission 70 
WUD Tayi ie eres 10500 | Legal & Accountancy. ...... 150 
Be RSI 1 NORE. oe. 7 aoe os o's LOO BE RO Valties: care hao cesieelavelesn ae 200 
_ P.& L. A/c. 31st Dec., 1905 4270 | Cr. Balances— 
BEEP TCHARGCS os erereeecseewses 19000 Subscribed Capital ......... 20000 
Wages (Manufacturing) ..... 11800 | -Debentures 6% ........... 15000 
Erecting, Fitting & Carriage 2400 Creditors ................. 7000 
Repairs, Renewals & Mainten- Bank Overdraft ........... eee) 
Sit ae CoRR OC EIS ICSE 00 Makes for sictsicrs ioictes sia. cle lorena ore 40000 
Coal, Coke, Gas & Water 450 Discounts & Bad Debts .... 200 


Answer.—Gross Profit £7100; Net £600; Deficiency £3670. 
Exercise 148, (C.A. Intermediate.) 


The Stanley Colliery Co., Ltd., was formed on Ist June, 1906. 
The number of shares issued was 5557 £1 shares, on which 5/- 
per share had been called up and 8000 shares issued to the vendor 

as fully paid in part payment for the property. During the 
year no mining was done pending the completion of machinery. 
Draw a B/S. from the T/B. at the 3lst May, 1907 :—Cr. 
Balances: F. Wilson £2750; Share Cap. £9389 5; Harrison & 
Go. £3900 ; Loan £250; Outstanding A/cs. (salary and rent) £37 
10; Thompson & Co. £79 2 ; Transfer Fee 2s. 6d. Dr. Balances : 
Calls in arrear £298; Property £15000; Preliminary Exs. £155 
15 6; Printing and Stationery £13 15; Petty Bxss ds, 205; 
Cables, Postages & Telegrams £5 18 5; Salaries £361 13 11; 
Office Rent £112 10; Office Hxs. £5 1311; Machy., &c., £400; 
Int. £3 1; Cash £49 8 7. . (B/S. Total £16107 17.) 
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’ Exercise 149. (Double A/c. System, p. 516.) (C.A. Final.) 


After providing Depreciation on Buildings 2$%, Machinery 
74%, Mains 5%, Transformers, &c., 109%, Meters and Hlectrical 
‘Instruments 15%, prepare Revenue A/c., Net Revenue A/c.,, 
Cap. A/e. and B/S. from the following T.B., of the Dynamo 
Electric Lighting Co., Ltd., as on 30th June, 1903. A call of 
£1 per share was payable on 31st Dec., 1902, and arrears are 
subject to interest at 5% per ann. 


80 June 02. Capital ~~. £ £ 
£& Nominal 10000 Shares of £10 each. ahs 
20000 Subscribed 5000. ,, Ss £9 Paid. «uns 25000 
15000 Debentures 6% Interest ..... 4 SNe 15000 


1000 Depreciation Fund ........ Bye 1000 
Calls in arrear ...... vs» L000 
9300 Freehold Land .. - 2 9300 
4000 Buildings aes civeve cial oraeks .. 5000 
6000 Machinery at Station ........ .. 10000 
5000- Mains Ser5 trace sis oe ars ato .. 8000 
1000 Transformers, Motors, &. ............- 2000 
500 Mebere U.ctaciepweteit nomlareminae on aroneteetc wo LOOOKT S 
300 Hiectrical Instruments -.5 0... ssan--ance-e teens 400 
1600 General Stores (Cablés, Mains & Lamps) in Stock 2350 
250 Office Hurnituress asses cee hee eee 250 
Coaland Fuel sore aes ok ms asahalemiohs oesren ahora 1900 
Oil, Waste, & Engine Room Stores ............ 750 
Coal, Oil, Waste, &., in Stock ....:........... 100 
Wagesat.Stationrou:ccs. cen tietae atte ee 3000 
Repairs & Replacements... 0.0. .s.c. see ccc ss 500 
Rates: &Maxes oc oslo ty etecionin tae ane 300 
Salaries of Secretary, Manager, &c. ............ 1500 
Directors ARES — minnie ey ee 1000 
Stationery, Printing & Advertising ............. 600 
Incidental-Hxpenses yes. os ec eek goose see 100 
Liaw Changes.s satin ei e ene eae 200 
Sales bys Meter: wsniaaaee acts eteay aetee ene 8750 
Sales:by Contractz. iss nacs sce oes oe aoe 5000 
Meter. Rents sais, sean akon ee eee 300 
Sundry: Credworsavas a caiece eee 1000 
SundrysDebtord sy. cas shee Sat eee 3000 
Cash in. hand and.at Bank... .¢...oc nos... 3300 


Exercise 150. (C.A. Final.) 


Abe Allen and Ben Bailey were partners in the following 
scheme, A. to take 3 and B. } of the profits. They agree to 
guarantee the subscription at par of 100000 shares of £1 each in 
a Co. and to pay all expenses up to allotment, in consideration of 
the Co. issuing to them 15000 other shares fully paid. A, pro- 
vided cash for the following exs. :—Registration and fees £115; 
Advertising £2150; Printing and Prospectuses £230. B. pro- 
vided cash for remainder, viz. :—Rent of temporary office £25 ; 
Secretary, &c., £100; petty cash and sundries £27; stamps 
£103; solicitors £250. The applications fell short of the £100000 
by 3000 shares, and by arrangement B. found the cash in full for 
that number on the joint a/es. The Company handed A. and B. 
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the 15000 shares. A. and B. then sold all their shares at 17s. 6d. 
each less brokerage at 2d. per share. B. received the net 
proceeds of 3000 shares, and A. received the remainder. Make 
up the separate a/es. of the partners (without interest). Show 
profit made by each, and amount payable by A. to B. at 
settlement. Answer.—Profit £9600; A. paid B. £4105. 


. Exercise 154. (CA. Final.) 


_ The cap. of the Empire Co., Lta., is £100000 in 6% cumula- 
tive pref. shares, and £90000 in ordy. shares. The profits of 
any year are to be applied thus :—(1) 5% thereof to the directors 
for remuneration. (2) To paying the pref. div. and any arrears 
thereof. (8) To paying an ordy. dividend up to 10%. Any 
surplus over the above (after deducting tax at 8d.) to be applied 
thus :—(A) 10% thereof to the directors for further remuneration, 
(B) Twe-thirds of the remainder as further ordy. div. (C) One- 
third of the remainder to the reserve fund. The profits of the year 
1906 were £31034 9 8. The Pref. div. of 1905 was 3% in arrear. 
ren erie profits as stated, providing for income tax at 8d. 
in the £. 


Answer.—4. £1110; B. £6660; C. £3330, all after deducting 
tax. i 


Exercise 152. (C.A. Intermediate.) 


Prepare B/S. of France & Co., Ltd., on 80th June, 1909, from 
the following :—The authorised share cap. is £100000 in 100000 
shares of £1 each, of which 50000 have been issued and 18/- 
called up. = ; : 


Dr. Balances— Cr. Balances— 

Calls inl arrear ..% ic. sex. £25 50000 Shares at 18/- ....... £45000 
Patents 250 £100 Mort. Deb. Bonds'5% 25000 
Bank Calls in Advance .......... 200 
Cash Creditors. Pcaswiid ace eee 5375 
Debtors Reserve: BUN, weice ws saaieees 8000 
EOC A aeanin a. teraie oe eserve for Bad Debts...... 650 
Investments for Res. Fund Suspense-A/o..<. cevcckewac 500 
Plant & Machinery POM Dt alaater aloe eceTeatats sini ones 342 
Land & Buildings Depreciation : Plant & Machy. ~625 
Interim Dividend paid 


Answer.—Total of B/S. £91092 


Exercise 153, (See page 498.) (C.A. Final.) 
Prepare an Income and Expenditure A/e. and B/S. from the 


following T.B. and particulars of the Land & Buildings Co., — 


Ltd., as on 30th April, 1907. Make a Reserve of £21 for audit 
fee, and £25 for repairs. Int. on Mortgage has been paid to 
3lst Dec., 1906. Two tenants, Geo. Field and Richard Fell, at 
£180 a year each have paid rent to 31st Mar., 1907. The only 
other tenants are those mentioned in the T.B. Provide for a 
dividend of 6% on the capital and carry the balance to the 
reserve fund. 


” 


~~ ‘Dr. Balances— | Dr. Balances continued— 


Incidental Expenses ......+-- £5 Land & Buildings .......-.. £25000 
Postages ..eecereeeeeeeeres 3 Income Tax -.....++. yortes 37 
Bank Commission ......-.+-- 4| Public Art Co. half-year’s rent 
Interest on Mortgages ......-+ 240 to 31st Dec., 1906 ....... 90 
Secretary’s Remuneration .... 80 TBAT valerie o valoyese +e eielele <isie 609 
Robt. Norton half-year’s rent 

due 31st Jan. .....--+-2s0s 80 | Cr. Balances— 
Leo Rollins half-year’s rent due Registration & Transfer Fees 1 

W8th Feb. Tew. ccc ve cbc cess 90 Bank Interest ......+--2+ee> 15 
Repairs & Painting ........-. 35 Reserve Fund .......-.-++- 1220 
Fire Insurance .......++-+--- 12 Beentals csc cistetete «iain w eiegs ol ers 1310 
Sea PTINtING ew ecele vie = 16 Capital A/c. 3000 shares of £5 

elix Walters half-year’s rent each fully paid.........+. 15000 

due 31st Dec., 1906......... 120 Forfeited Shares .....---..- 10 
Heating & Ventilating ....... 50 Saml. Carter (Mortgage 4%) 9000 
Yeo. Morris half-year’s rent due Creditors ..... ace cc sraisketenae 155 

31st March ............0%: 240 a 


Answer.—Net Profit £958; B/S. Total £26509. 


Exercise 154. (Royalties, page 543.) (C.A. Final.) 

The Coal Mine Co., Ltd., took a lease of a colliery from G. 
Risch for 99 years from 29th Sept., 1906, at a ground rent of £50 
a year payable half-yearly, and a royalty of 6d. per ton, with a 
minimum royalty of £80 a year, payable half-yearly. During 


-the first year the Co. raised 2500 tons, and. during the second 


year ended 29th Sept., 1908, 4000 tons. The several amounts 
due.to G. Risch were paid 21 days after becoming due. Write 


up both Personal and Nominal A/cs. and balance them at the 


end of each year. 


Exercise 155. (C.A. Intermediate.) 


A Company on Ist Jan., 1902, formed to acquire an established ~ 


business issues ordinary cap. £100,000 in £10 shares, payable £1 
on application, £2 on allotment, and the balance 3 mos. after 
allotment ; pref. cap. £50,000 in £10 shares, payable in the same 
manner; and £50,000 in debentures, of £100 each payable 10% 
on application, and the balance on allotment. The whole (other 
than the shares taken by the vendor) was subscribed, allotted 
and duly paid up. The vendors are to receive £100,000 payable 


as to £40,000 in ordy. fully-paid shares and £60,000 in cash, » 


such price to include £20,000 for freehold buildings, and £30,000 
for stock-in-trade, the bal. being for goodwill. Make Journal 
entries relating to the issue of the capital and the purchase of 
the vendors. 


Exercise 156, (Double A/c. System, p. 516.) (0.A. Final.) 
The following is the T.B. of the Durham Ry. Co. after the 


completion of the Revenue A/c. for the half-year ended 31st 


Dec., 1908. During the said half-year there was an issue of 
£10,000 34% preference stock, at par, which was fully subscribed 
and paid up, also of £20,000 ordy. stock fully subscribed and 
paid up at a premium of 5%. The expenditure on lines open for 
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traffic was £25000 ; on lines in course of construction £1000 ; and 
on working stock £5000. Make out Capital A/c. and B/S. 


Dr. Balances— Dr. Balances continued— 
Lines open for Traffic ..... £851950 | Sundry Outstanding A/cs. 
Lines in course of constructn. 5000 ae Balances Aree 2s 
nes not commenced...... 32% Pref. Stock .......... 3 3 
Working Stock (Engines, Ordinary BlOGKRo. cacee nee 300000 
Carriages, &0.) ..c.c..6. 130000 |} 4% Debenture Stock ...... 200000 


Contributions to Joint Lines 50000 |} Premiums on Stocks iss 
Purchase of Grand Canal .. 5000] Debts due to other 0.'8 an 2 Oto 


Cash a6-Bailiic: < escs cons we 5000 | Sundry Tradesmen, &c. ... 20000 

General Stores—Stocks on ire Insurance Fund ...... 1500 
VCR ie are! ovarearscspaiorese ears 10000 | Superannuation Fund ..... 5000 

Traffic A/es. due to Co. .... 10000 Cr. Balance of Net Revenue 

Due from other Companies 1000 Seca Ot eon aeiee 00 


Answer.—Balance Cap. A/c. £17000; B/S. Total £47000. 


Exercise 157. (C.A. Inter.) 


-A Company registered with a cap. of £1,000,000 in £10 shares 
issued 80000 shares at a premium of 2/- per share payable at - 
£2 12 on application, imcluding the premium, and £2 10 on 
allotment. It also issues 5% debentures to the extent of £100,000 
at £104 per £100 payable £14 on application, including the 
premium, and the bal. on allotment.. The Co. acquires a business 
for £250,000 payable £200,000 in fully paid up shares, and 
£50,000 in cash. The Registration fee and formation exs., 
which amount to £6000, are to be paid out of the premium of ~ 
2/- per share, the balance is to be carried to a reserve. The 


“premium on the issues of debentures is to be carried to the 


same reserve. Make the Journal Entries. 


Exercise 158. (Royalties, page 543.) (C.A. Inter.) 


A colliery is worked under a 30 years’ lease at a royalty of 8d. 
a ton, with a minimum yearly rent of £1000 with power to recoup 
short workings. In the first year 25000 tons are worked ; in the 
second, 26500 ; in the third, 24600; in the fourth 31000; and in 
the fifth, 30500 tons. Journalise these transactions and state 
how the respective years’ royalties would affect the P/L. A/c. 
and B/S. 


Exercise 159. (Income Tax, page 340.) (C.A. Final.) 


Prepare the Income Tax Return of the Atlas Steel Co., Ltd., 
for the year 1909-10 from the following figures :—Profit for the 
year 1906, £25000 ; 1907, £23740; 1908, £29450. These profits 
are, after bringing to credit net income from farms and cottages 
£2500, and £2550 income received from investments, and after 
charging Income Tax paid £600; Charitable gifts £500; depre- 
ciation of machinery £1600 (of which presume £800 is allowed) ; 
and of buildings £1000 ; and writing off £1000 from the Colliery 
freehold each year. The Company’s property is assessed for tax 
at £6000. 

Answer.—Profits £18650; £17390; £23100; Average £19713 6 8, 
subject to claim for “ Wear and Tear.” 


Exercise 160. (0.4. Final.) 


Prepare Revenue A/c. and B/S. of the Spark Fire Insurance 
Co. on 31st Decembexf 1900, from the following :— : 


Dr. Balances— Dr. Balances continued— — 

Re-assurances (representing Deposits with Foreign Co.’s £17000 

premiums which have been Deposits with United States 

paid to other companies PINIBHECA SS eter le plas Seals 11000 

with the object of sharing Agents and Branch Office 

the losses; the amount Balancescs oe aceon 105000 

must be deducted from the Outstanding Premiums at 

Premiums received) paid Head Office 53.2... sone 1500 

and outstanding ......... £69000 | Cash at Bank, ............ 10500 
Losses by Fire ........... 480000 | Gr. Balances— 
Expenses-‘of Management .. 120000 PLETHIMIMNG  scoclstee aes abet Feet OOOO 
COMMISSION ys tc.osielsaiaisteker 119000 LossesRecoverable(in respect _ 
Foreign State Taxes ...... 11000 of re-assurances and must ~ 
Shareholders’ Dividends paid therefore be deducted from 

and payable. .......... tee e000 Losses by Fire in the Rey. 
Mortgages within U.K. .... 100000 BAG.) Tienes Rae oa Soe. es 60000 ~ 
Mortgages out of U.K. .... 10000 PAG Ti Al Cong cle eres 3500 
British, Colonial and Foreign Fire and General Reserve 
SOGUTbICS a aiacl steele mates 155000 HUNGStas Geach etarcc oes eae ... 280000 

“Railway Debs. and Stock .. 150000 | Interest and Dividends .... 13500 

Railway Preference Shares 33000 | (of which £5000 has not been recd.) 
Municipal & County Council Wapltal Acc. ose 250000 

(ECU CLOANS) era severerere resis 17000 Outstanding Fire Losses ... 63000 
Bank Deposits for period... 20000 Outstanding Dividends .... 6500 


“Answer.—WNet Profit £44500; B/S. Total £635000. 


Exercise 164. (Bankruptcy, p. 522.) (C.A. Final.) 


Prepare Statement of Affairs of Nathan Thorpe, engineer, on 
20th March, 1909. 


Book Estimated 
Values.to produce, 


Leasehold Premises held for 99 years at £50 a year £5000 £4500 
Fixed Machinery & Plant.on the said Premises... 2000 1000 


Loose hoolssPlamts26sCs.ase sate eee eee 700 350 . 

Stock-in- Traders scone ce vines Minera: 1000 600 

Book and other Debts—Good (less 5%) ........ 300 285 
75 ss Doulbbtiul Sessa > Tenants 800 200 
SEs = Badeagasteicscve tees 2000 


Cash in hand £5; 500 £1 Shares in the Hole Mine Co., Litd., 5s. 
per share paid, bal. called up. In liquidation. No return 
expected. Household Furniture and Effects £250; Life Insur- 
ance Policy for £2000 at death, subject to premium £35 a year, 
due 30th Dec., held by Insurance Co., for Loan of £180, Surrender 
value £200, less loan. Liabilities :—Crs. for Unsecured Trade 
Debts £3000; Private and Household Debts £150; Loan of 
£2000 at 4% secured by First Mortgage on Leaseholds, Int. 
paid to 20th May, 1908 ; Bankers for overdraft secured by second 
Mortgage on Leaseholds £2500 ; Loan of £1000 at 5% secured by 
third charge on Leaseholds and second charge on Life Insur- 
ance Policy. Int. paid to 20th Sept., 1908; Ground Rent of 
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x 


Leaseholds accrued since 25th Mar., 1908, had not been paid ;- 


f ‘Rent of Dwelling-house, £30 for half-year due 25th Dec., 1908 ; 
Taxes due Ist Jan., 1909, £20; Local Rates £25; Liability on 
Shares of Hole Mine Co., Ltd., above mentioned ; omit calcula- 


tions on Income Tax. Answer.—Dejiciency £2046 13 4. 
Exercise 162. (Bankruptcy, page 522.) 


1908. : 

Trade Creditors ...... BOO sl OAS co alee weet £150 
Bills Payable ........ peel500L) Book Webts) icc . 2557.00 1900 
Bankeorg. ode ee ek GOOTH SOCKS Haws MA ieee 1300 
EGAN aan eee ole 400° Hixtures; Ges... ot. 350 


Upon A.B. being questioned the following facts were elicited :— 
He had omitted from the B/S.—(a) £50 owing for rent and £15 
for rates. (b) £500 borrowed at 5% from his father-in-law three 
years ago, no payment having been made on a/e. of either 


_ principal or int. (c) A B/E. for £100 accepted by a firm without 


consideration, would be due in “a month. His private and 
household debts amounted to £120. The item entered-in B/S. as 
eash included I.0.U.’s for £120, which he had put in the cash 
box for moneys drawn for betting purposes. About £700 of the 


book debts might be taken as bad, the rest would be recoverable.. 
The stock was good except about £200, which would not produce 


more than £20. The fixtures would not realise more than £50. 
His other assets were :—Household furniture worth about £250, 
Freehold house in which he resided mortgaged to secure £1000 
at 4%, the bankers holding a second charge as security for their 
overdraft. The house was valued at £1500. Answer.—Deficiency 
£1010. Total B/S. £3595. 
Exercise 163. (Bankruptcy, page 522.) (C.A. Final.) 

Prepare the respective Balance Sheets of the firm of “ Robin- 
son Bros.’ and of the several partners, Alfred, Benjamin & 
Charles ; after which prepare the respective Statements of Affairs 
of the firm and the several partners, giving effect to the rights 
of holders of securities ; accepting the values of assets as given 
on 3rd April, 1907. 
Joint Estate—Unsecured Trade Crs. £31280; Cash Crs... £6642 
Cash Crs. collaterally partly secured by Policies of Assce. 9015 

On the life of Alfred, worth £1615; of Benjamin.worth 738 


Cash Creditors, fully secured ....... Bee er NE ec ee ig 10435 
they holding securities belonging to the firm worth.... 14395 
Liabilities on Bills discounted, considered good ........ 1340 
Preferential Creditors of Joint Hstate .............006. 2128 
Tradesmen’s Claim on Separate Estate of Alfred ....... 697 
Cash at Bank £1050 ; in hand £843 ; Debtors £2975 ; Stock 
£30155 ; Fixtures and Furniture... F.........02. eee 1400 
Separate Estate of Alfred, Cash Creditors’ ............ 2578 
they holding as security Freehold Property of his, worth 3000 
Tradesmen’s Claims on Separate Estate of Benjamin ... 119 
Tradesmen’s Claims on Separate Hstate of Charles...... 190 
Cash Creditors of Charles, unsecured ..........++-+-0- 510 
Household Furniture, Separate Estate of Alfred ...... .. 1000 


Prepare Statement of Affairs of Alfred Bullough on 31st May, 


oe ee true a are Cam eo 


Household Furniture, Benjamin £1000; Charles ...... 
Reversionary Interest under will of{John Smith, deceased, 


Separate Hstate of Charles, worth ....... BeCrOS Us tas 200 
Alfred had overdrawn his a/c. with the firm by ........ 4500 
Benjamin = x5 £3000; Charles 1182 


Answer.—Deficiency of Firm £4723 ; Surplus of Alfred £725; — 
of Benjamin £881 ; Charles’ Statement Balances. : 
Exercise 164, ; 
The Business of Wm. Barlow & Sons was purchased for £79000 4 
by a Co. on Ist Jan., 1900, and they traded as Wm. Barlow 
Sons, Ltd. The Nominal Capital was fixed at £100000 in Pref, 
and Ordy. Shares divided equally. The Co. took over Assets, 
valued as follows :—Stock £30000 ; Plant and Machinery £12000 ; 
Freehold Land and Buildings £25000. The Co. was to receiv 
the benefit of a reserve of £500 for Bad Debts and of £500 for — 
Discounts. < 
Shares were allotted to Vendors as follows :—6000 Pref. and : 
2000 Ord., while the public applied for and were allotted 3980 — 
Pref. and 7630 Ord. Shares, payable £1 on application, £1 on — 
allotment, and 2 calls of £1 10s. each, 1 and 3 months after — 
allotment. The public paid all calls on the Pref. Shares, and as_ 
regards the Ord. Shares, only £7250 were paid on allotment, — 
£10690 on Ist Call, and £10580 on 2nd Call. All sums being 
paid direct to Bank. The balance of the purchase money was 
paid by cash, and the bank charges for the year amounted to — 
£290 10s. 7d. 
During 1900 the following transactions took place :—Purchases : 
£17379 18s. 5d. ; Sales £46074 12s. 5d. ; Wages (Manufacturing) — 
£9284 17s. 10d. ; Carriage on Purchases £685 10s. lld. Returns : 
~ by Customers £2794 17s. lid. ; to Manufacturers £1386 12s. 7d, 3 
3 


They paid on a/c. of Goods £10073 6s. 5d. ; Trade Exs. £835 17s. 
4d.; Taxes, Rates, &c., £639 17s. lld.; Additional Land and — 
Buildings for extension £15000; Plant, &c., purchased and paid ; 
£9500 ; Legal Expenses £155, Discount received £795 8s. 10d., 3 
and allowed £1694 7s. 1ld. ; Bad Debts amounted to £513 7s. Od.; 
Bills received £2684 7s. 5d. ; and bills granted £1795 9s. 10d., of — 
which £1189 16s. 4d. and £802 5s, 4d., respectively were out- 
standing. ; 4 

The amounts received for Sales £27897 6s. 5d., and also a 
Mortgage of £7500 on Buildings. During the year an issue of 7 
Debentures took place of £20000 at a premium of 10%, which was 
to be placed to a Reserve Fund. At the end of the year £720 
was due for interest. The calls in arrear not having been paid, 
the Directors, after due notice, cancelled 279 Ord. Shares on 
which only £1 each had been paid on application, and £43 on 
allotment. The Directors wrote off 24°, from stock valued at 
£19789, also 2% from Land and Buildings, 74% from Plant, &c., 
and reserved 5% from Debtors for discount. Apply the Reserve 
Fund towards reduction of Goodwill. Prepare Trading, P/L, 
A/cs. and B/S. 


Answer.—Gross £6610 5 5; Net £619 13 3; Total B/S. 
£129020 19 4, 
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_ LONDON CHAMBER OF COMMERCE. (Senior, 1902.) 
4. You are appointed book-keeper to an old-established 
siness which has recently been converted into a public Limited 
Company. Give rulings of any books which it would be necessary 
for the new Company to keep, other than the ordinary books 
: gee which are already in existence, and need no amend- 
ent. - y 
2. What is a ‘‘ Suspense A/c.” ? Give a few examples :— 
(a) of legitimate purposes for which such an A/c. may be used ; 
(6) of errors which the abuse of a Suspense A/c. may. cover. 
3, The prospectus of Messrs. Black & Tan, Ltd., was publicly 
vertised on 21st Jan., 1902, with the following loan and share 
issues. Debentures—1000 4% Debentures of £100 each, the 
whole of which were offered and’ fully subscribed and paid up. 
Preference Shares :—20000 6% Preference Shares of £5 each ; the 
whole of which were offered and fully subscribed and paid up 
Ordinary Shares :—Nominal 30000 shares of £5 each; of which 
10000 shares were issued as fully paid to the vendors in part 
“payment of the purchase price of the business. Of the remain- 
Ing 20000 shares the public subscribed for 15000 shares, the 
whole of which were, in due course, fully paid up, with the 
F exception of the last call of £2 per share on 500 shares, which 
_ were subsequently forfeited by resolution of the Directors. Pass 
_ the necessary entries through the Company’s books to record 
_ these transactions, and state how they should appear in the B/S. 
a 4, After writing up the P. & L. A/e., the general ledger 
palances of the Conservative Bank, Ltd., as on 31st Dec., 1901, . - 
were as follows :—Paid-up Capital £1500000 ; Cash at Bank of 
_ England and in hand £2600980 ; Customers’ Current and Deposit 
Afes. £17 580000; Bills discounted, Loans and Advances 
— £14482000 ; Freehold Premises £380000; Rebate on Bills Dis- 
counted ; not yet due, carried to next A/c. £24300 ; Reserve Fund 
- £1200000; English Government Securities £1250000; other 
Government Securities £520000; P. & L. A/e. (undistributed 
balance) £110680 ; Securities pledged with Public Bodies £81000 ; 
Indian and Colonial Securities £1101000. On the same date 
_ (31st Dec., 1901) the acceptances on behalf of customers, and for 
which they were liable, appeared in the “ Acceptances Book” of 
the Bank at £1725420, Prepare B/S. 31st Dec., 1901. (B/S. 
Total £22140400.) 

5. State briefly the facts that would guide you in-arriving at 
the proper amount of depreciation to provide for upon the 
Machinery and Plant used in a manufacturing business ; and set 
out the entries you would pass through the books to give effect 
thereto. 

6. Messrs. Slander & Backbite own a small newspaper. 
Profits and losses are equally divided. Before the division of 

- profits the following adjustments are necessary:—10% deprecia- 
tion is to be written off Plant A/c., 20% off Type A/e., and 
10% off Horses and Carts A/e.; 5% provision is to be made for 


> 
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‘Bad and Doubtful Debts; Six months’ Int. at 5% is due upon 

the Bank Overdraft, and has not yet been passed through the 
books. Stock as on 31st Dec., 1901, was valued at £381. No 
interest is allowed upon Partners’ Cap. A/cs., Backbite’s smaller 
capital being compensated for by the fact that he gives more 
time to the business than his partner. Ledger Balances 31st 
December, 1901. = 


Expenses of Branch Office... .. £129 | Trade and Incidental Expenses £82 
dmisurance sll Gee yee ee 34 | Cost of Literary Contributions 898 
Rates, Taxes and Gas,........ 50 | Commissions paid ........... 152 
Postapes: Alen wares ses ou ee 182 | Stable Expenses ............. 121 
Carriagen ee tee tO Sey te 264 | Ink Purchases ls wie) Destie agerstomsetine 88 
Bad Debt Reserve (1st J. an.,1901) 430 | Machine & Enginé Room Exs. 242, 
Sales and Subscriptions (News- ANdibstlee nc vacant ee 52 
Paper Dept:)siiaess. cene ee 4852 | Law Charges .... PSS 124 d 
Sales (Jobbing Dept ens ace 84ecls Bad Debts: .\ 5. tee ete 142 ' 
Advertisements A/cs. (Receipts) 5540 | Freehold Printing Works ..... 4950 
ompositors’ Wages ......... 2035 | Additions to Freehold Premises F 
Reporters’ Salaries ........... 798 we LUEIN GAY CAT: Overt a ee 150 
Papen Pur chases seco ae ae 2220 | Plant & Machinery ...1/7 777° 4400 4 
Office Salaries ......5.... 1. * 748 RACES een eR IMEI G, 5.oh saaee 2900 4 
8.8.’s Capital A/e. .. --. 9864 | Stock (ist Jan., 1901) ........ 342 
8.S.’s Drawing eee : -- 1040 | Horses. & Carts’ .....5.,...20% 194 
D.B.’s Capital A/e. . - 7540 | Sundry Debtors .....).. 17.7" 8440 
D.B.’s Drawing A/c. .. -. 952] Cashin hand .......)! cee Saree 457 
Trade Creditors .,..>..,.. 15. 862 | Bank Overdraft *.. 112177777" 1500 
Advertisements paid in advance 750 


Answer.—WNet Profit £1849 2 ; Cap. S.8. £9748 11: D.B. £7519 
ll. Total of B/S. £20410 12. 


LONDON CHAMBER OF COMMERCE. (Senior; 1903). 

1. The following books are in use in a printing business, and 
are properly kept upon the ordinary double-entry system :—Cash 
Book (bank items only), Petty Cash Book (for all Cash Payments), 
Purchases J ournal, Sales J ournal, two Personal Ledgers (‘‘ A,” 
town debtors; and “ B,” country debtors), Bought Ledger, and 
Nominal Ledger. How would you re-arrange the system of 
book-keeping so that every ledger may be self-balancing ? 
2. Deseribe the steps you would take in order to prepare — 
Trading, P. & L. A/cs., and B/S. from a set of books which had 
been kept by single-entry. 


3. Below is the B/S. of the Blank Co., Ltd., on 31st Dec., 
1902 :— 


Nominal Capital, 
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Patents, at cost ...... £114663 

100000 Pref. Shs. £1 ea. , -£100000 Leasehold Works... .. 3820 
___ 100000 Ordy. ‘Shs. £1 ea. 100000 achinery and Plant 4120 : 
: = Sundry Debtors ..... 1244 

Issued Capital. Stock on hand ...... 4921 

74720 Pref. Shs. fully pd. £74720 Advertising Suspense 2000 

42633 Ordy. Shs. fully pd. 42633 liminary Expenses 406 

. £117353 Profit & Loss A/e. 1482 

Sundry Creditors ........., 14000 Cash in hand .....°77 28 

Bank Overdraft ......). 7: 13 


the £1 pref. shares be reduced to an equal number of fully paid 


e reduced to an 
(3) That the 
of the assets 


( 


a |. £4547 
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_ be apportioned as follows ‘—Preliminary Exs. P. & L. A/e. and 


Advertising Suspense A/c. to be written off entirely ; £1200 off 
the Leasehold Works; £1400 off: the Stock ; 20% off the 
Machinery and Plant, and the balance available to be written 
off Patents. Prepare B/S. giving effect to above. 

4, Give suitable rulings for the Share Ledger of a Limited 
Company, and enter therein the following particulars :—John 


Smith, cork merchant, 440 Austin Friars, E-C., applied on 2nd — 


Jan., 1902, for 150 ordinary shares of £1 each, and forwarded 
the necessary 2/6 per share with his application. On 12th Jan., 
1902, John Smith forwarded a further 2/6 per share on being 
informed by the Com: any that 150 ordinary shares (numbered | 
to 150) had been allotted to him. On 10th March, 1902, a call of 
5/- per share was notified by the Company and was duly paid by 
John Smith on his holding on 15th March, 1902. “On 3rd April, 
1902, John Smith sold 100 of his shares (numbered 1 to 100) to 
Wim. Brown, hatter, 488 Bond St., W., at 12/6 per share, the 
transfer being accepted by the Company. 

5. Explain the difference (if any) between a “‘ Revenue A/c.,”’ 
an “Income and Expenditure A/e.,” and a “Receipts & Pay- 
ments A/c.” : 

§. Prepare Trading, P. & L. A/es. & B/S. of Wm. Pearson & 
Co., Ltd., on 31st Dec., 1902. Nominal Capital 50000 £1 shares. 
Provide 5% for doubtful debts ; write 10% off Machy. & Plant, 
and take £1000 to Reserve Fund. Stock 3lst December, £6820. 


Dr. Baiances— Br. Balances continued— 

Unpaid Calls-A/c. %........ £150 TEDAIES: Seti enti ese ee £174 
WAST INC HANG ns cis cwe cv oes 190 Purchasedils a. rece Pewee 41800 
Sundry Debtors ........... 3640 Bad Debts:A/e. =2.5 <-ccnaes 191 
Wasltat Bankes. 5. 2. . nck 1150 Office Expenses 124 
Machinery & Plant 225 
Freehold Premises 

Stock (1st Jan., 1902) 15000 
Manufacturing Wages 1960 
Salaries 4000 
Carriage & Cartage 4500 
Rates & Taxes es 48 
Insurance Sales ...  isdosrachracs Oy/St Ger gemat cia 62850 
Trade Expenses ........... Unpaid Dividends ......... 252 


382 
Answer.—Gross Profit £6620; Net Profit £2956; Total B/S. 
£28518. 


LONDON CHAMBER OF COMMERCE. (Senior, 1904.) 
4, Give suitable rulings for the Sales Journal of a wholesale 


business comprising three departments, viz. :—‘‘ Mantles,” 
“Dress Materials,’ and ‘“‘ Felts.” There are two Sales Ledgers 
in use, viz. :—‘‘ Town” and “Country,” and each Ledger: is 


kept upon the self-balancing principle. 2, Upon being appointed 
book-keeper to the Whirlwind Automobile Co., Ltd., you find 
that 10 cars have been sent to various people for trial purposes, 
“on sale or return.’? These transactions, however, have been 
passed through the Company’s books as actual sales at full list 
prices amounting to £3750. Is this correct? If not, what 
rectification of the a/es. would be necessary ? How should 
such transactions be treated in the Company’s annual A/es. as 
prepared for publication ? 


3. Messrs. J. Silkstone & Co., Coal Merchants, of London, 
opened a branch business at Maidstone, on 1st Jan., 1903. From 
T.B. of the Maidstone Branch, prepare P. & L. A/e. and draft 
entries necessary to incorporate the figures below in the Head 
Office Books. Stock of coal at Maidstone £984. : 

Dr. Balances— os Cr. Balances— 


Sundry Debtors............. £640 | Head Office Adjustment A/c. £1574 
Horses, Carts, &. .......... 280 | Coal Sales 2.2... .-2.-++e.- 1750 
Salaries, Rent & Expenses ... 620 | Sundry Creditors ........... 
Cashinyhand sy. 6. si ciettetsis 78 


Coal invoiced from Head Office 1748 % 
4. Messrs. Black and White were equal partners in a retail 


boot shop. They decide to retire and dispose of their business 
as on 31st Dec., 1903, when their B/S. stood thus :— 


B. Black’s Cap. A/c. .......... £305 Ore eauCAS Cry aicmieletaneatetee emer 

W. White’s Cap. A/e. ........ O60 GissH EULESS act tc pecopesatere sere ov alskoners 
Sundry Creditors-............ 480 | Sundry Debtors .. 

: Stock: aicciabsousnoeale tae 

Cash ‘at Bank j.5 fs iscieue eters oe 


The Lease: and Fixtures were sold for £2700; the Cash 
received ; and the Book Debts were collected, realising £752. 
The stock was sold by auction for £1340 after payment of 
commission and exs. ‘The sundry creditors were paid off, £38 
being allowed for discount. The expenses of realisation amounted 
to £87. As book-keeper to the firm, prepare whatever a/cs. may 


be necessary to show the result of the realisation and the amount 


received by each partner. 

Answer.—Net Profit £373; Received by Black £3236 10; 
White £1146 10. 

. §. The books of Messrs. Wm. Jones & Co., were balanced on 

3ist Dec., 1903, and a P. & L. A/c. and B/S. prepared. The 
- profit for the year, as shown by these a/es. amounted to £2481 
6s. 4d. The following mistakes had been made by the book- 
keeper during the year :—(a) a gas engine costing £450 had 
been debited to ‘‘ Purchases Account ”’ instead of to ““ Machinery 
and Plant,’ (b) an amount of £15 12s. 8d. received as a final 
dividend in the estate of G. Smith, the balance of whose a/c. 
had, in a previous year, been written off as a bad debt, was 
standing to the credit of a newly opened a/c. under the same 
name, and was included amongst the “Sundry Creditors” in 
the B/S. (e) a cheque amounting to £10 4s. 8d., which had been 
returned dishonoured, was posted to the debit of ‘‘ Allowances 
A/c.” instead of to the Account of A, Brown, from whom it was 
received, (d) Goods amounting to £52 ls. 4d. had been returned 
by R. Robinson, on 30th Dec., 1903, and were taken into stock: 
but the entries recording the return were not passed through the 
firm’s books until 4th Jan., 1904. What adjustment would be 
necessary to rectify these errors, and how would they affect the 
above-mentioned profit ? 

6. The Nominal Cap. of John Bolton & Co., Ltd., consists of 
75000 Ordy. Shares of £1 each. The Co. is empowered to issue 
250 Debentures of £1000 each at 44%. Prepare Trading, P. & 
L, Ayes. and B/S. on 31st Dec., 1903. Stock £11840. (a) Write 


oe eal 


10% off Machinery and Plant and 15% off Patents. (5) Provide 
5% for Doubtful Debts. (c) Carry forward £50 Sat for Fire 
Insurance in respect of unexpired period. (d) The directors 
voted a bonus of 5% on the Net Profit for division amongst the 
departmental managers. 


Dr. Balances— Dr. Balances continued— 
Stock (1st Jan., 1903) ...... £9875 | PAentsEA CMs. Sco ae £1200 
Gitehvin HANG o> Seat ew ie 60 | Sundry Debtors ........... 20140 
Cash at. Bankers ........... 8104 Dividend (paid on Ordy. Shs., - 
Purchases is 14th Feb., 1908).......... 5 
Trade Charges Unpaid Calls (Ordy. Shares) 250 
SER ane Diam c ite Cr. Balances— 

IRRPIOR res Sa ncpsh sin elena ncostc 1 Share Cap. A/c. (50000 issued 
Travelling Expenses ....... 871 15/- per share called up) .. 37500 
Rates and Taxes .......... $21 Calls paid in advance ...... 125 
Insurance (Fire) ........... 195 | Mortgage Debentures ...... 10000 
MispounteA/C.. o0 Sescusisces ce O20 te Sales tcvtem ccs cc take Me 61842 
Returns from Customers .... 1482] Reserve Fund ............. 8800 
Bad Debts written off ....., 348 | Sundry Creditors .......... 11861 
Interest. paid on Debentures 450 | Returns to Creditors........ 3421 
Freehold Land and Buildings 22280 | Bad Debts Reserve ........ 940 
Machinery and Plant ....... 17800 | P.&L.A/c.(Bal.31st Dec.,1902) 3286 


Answer.—Gross Profit £13324 ; Net Profit £6060.; Bat. c/f. £7168. ; 
LONDON CHAMBER OF COMMERCE. (Senior, 1905). 


Senior Candidates must not attempt question 6 or 7, and 
Candidates for the Teachers’ Diploma must not attempt 1 and 4. 
_1, Briefly explain the principles of the ‘“‘Columnar”’ or 
“Tabular” system of book-keeping. Illustrate the advantages 
of this system by means of pro formd rulings of a cash book, or 
other book of first entry, suitable for use in a small hotel. 

2, The Weyside Co., Ltd., was formed to purchase the 
business of Richard Blank, and was registered with a capital of 
£200,000 in 200,000 shares of £1 each, which was divided into 
100,000 ordinary shares and 100,000 6% preference shares. The 
whole of the preference and 52,000 of the ordinary were offered 
fer publie subscription, payable in both classes of shares, as 
follows :—2/6 per share on application, 2/6 per share on allot- 
ment, 5/- per share on 15th Jan., 1905 (1st call) ; 5/- per share 
on 15th Feb., 1905 (2nd call) ; the balance as and when required. 
The whole of the shares offered to the public were applied for 
and allotted in due course; the balance of the ordinary shares 
being issued as fully paid to the vendor as part purchase price 
of his business. 500 ordinary shares applied for by John Smith, 
upon which the application money only had been paid, were 
subsequently forfeited in accordance with the Articles. Make 
the entries necessary to record the above and show how they 
would appear in the B/S. 

3. In closing the books of Robert Sawyer you find the under- 
mentioned. How would you deal with these transactions when 
preparing the annual A/cs. for the year ended 31st Dec., 1904 ? 
(1) Fire Insurance Premium £50, paid on 30th June, 1904, 
covering the twelve months to 30th June, 1905. (2) Salaries 
£125, accrued due to A, B, and C, but not yet drawn by them. 
(3) R. Robinson paid £100 in advance in full settlement for work 


which was being executed for him under a contract. The cost 
of the work completed up to 31st Dec., 1904, amounted to £39, 
when it was estimated that half the contract had been completed. 
(4) Patents account showed a debit balance of £557 7s. This 
amount consisted of Patent rights, 6 years to run, purchased for 
£550, and renewal fees for the year 1904, £7 7s. (5) Three years 
ago Robert Sawyer bought a milling machine for £200, and 
depreciation, at the rate of 10% upon the diminishing balance, 
has been written off each year ; the same machine, however, can 
now be bought for £120 owing to improvements in the manu- 
facture. : : 
4, What is the difference, if any, either in result or in 


method of preparation, between a “‘ B/S.” and a “ Statement, 


of Affairs’ ? : 

5. Set out below are the ledger balances, as on 31st Dec., 
1904, of the Sylhet Tea Plantations, Ltd. Prepare P. & L. A/c. 
and B/S. ‘The nominal cap. of the Co. consists of 20000 ordinary 
shares of £10 each. No stock on Ist Jan., 1904, but on 31st 
Dec., Stock of tea £3854. Adjustments :—(1) Make a provision 
of 5% for Bad and Doubtful Debts. (2) Provide for depreciation 
on Plant and Machinery at the rate of 10%. Carry £3000 to 
the Reserve A/e. 

Dr. Balances— | Dr. Balances continued— 


Plantations (Land in Sylhet Directors’ Fees ..........- £350 
and Buildings thereon). . .£184000 London Office (Sals. & Exs.) 1021 
Sundry Debtors .......... 8400 Auditors’ Fees ........... 52 
Plant & Machinery ....... 3700 Freight Charges .......... 2035 
Div. paid 30th June, 1904.. 8100 | Managers’ Commission .... 1030 
Wages (Wuropean) ........ 4400 Calcutta Agency Expenses 1745 
Wages (Native) .......... 95274\. Cash-in handsen..« se.s nels 122 
Crop Expenses ........... 3200 | Cr. Balances— 
Manufacturing Expenses .. 2480 | Share Capital (issued 16200 
Boxes purchased (the whole Shares of £10 each, fully 
to be written off during Paid) sa. spsak erencknsee entoue 162000 
VEAL) waeitiacoie ek reerewioe OFZ). SRESELV Cuntaceencmeeeee ee 5000 
Rent & Taxes ...... ; 548 Sundry Creditors ......... 8851 
Machinery Repairs .. £233 BER So Sarco Sate ee 8010 
General Charges .... sy 331 Bank Overdraft .......... 1870 
Hospital Expenses ........ 1565 P. & L. A/e. (undistributed 
Marine Insurance ......... 248 balance as on Ist Jan.) .. 10500 
Fire Insurance ........... LO ay Bea alessi. men ech va. af660 
Law: Charges: <). ssiseeaie: Transfer Hees avi-araescckics : 


32 5 

Answer.—Gross Profit £22107 ; Net £11155; Balance £10555. 
6. Smith, Brown & Robinson enter into partnership as equal 
partners for the purpose of purchasing the business of Peter 
White, who is retiring, on Ist Jan., 1905, upon the basis of the 
last B/S., which was as follows :—Liabilities :—Capital £20540 ; 
Sundry Creditors £3218 ; Reserve for depreciation £608 ; Assets: 
Leasehold Factory £12540 ; Machinery and Plant £8200 ; Patents 
£600; Sundry Debtors £1560 ; Stock £1458 ; Difference in Books 
£8. The purchase price of the business was agreed at £25000 
which was paid to White. Cash was paid into the new firm’s 
banking A/c. by the partners as follows :—Smith £12000; Brown 
£10000; Robinson £6000. Before opening the books of the new 
firm it was agreed (a) to transfer the Reserve for Depreciation to 
Machinery and Plant A/c., and to write off a further £200 as 


= 


or ze - 665 5 5 
depreciation, and (b) to write off £200 from Patents. Record 
_ the transactions in the books of the new firm, prepare B/S. 
= disclosing the position of Smith, Brown & Robinson on eommenc- 
_ ing business. (B/S. £31218.) ane ; 
_. % A London Company, owning » mine in India, receives 
a Tmonthly cash statements, in Indian currency, from its local 
_ manager. How would you pass these returns into the company’s 
_ books, and effect the necessary conversion into sterling ? 
Illustrate your answer by means of rulings of the book or books 
_ you would suggest, and enter therein six imaginary transactions. 


2 LONDON CHAMBER OF COMMERCE. (Senior, 1906.) 

E 1. Briefly describe the uses of the J ournal ; and give particu- 
lars of the entries you would expect to find in the Journal of a 
_ business in which the “Sales” and “Bought” Ledgers were 
_- balanced independently, by means of adjustment a/es. 


; y age ately _ Profit & Loss A/e. of John Brown, 
= Dr. Dairyman, for year ended 31st December, 1805. Cr. 
eee ho Office Salaries ....<.-..>-. . £857 | By Balance from Trading A/e. £2299 
= . » Rent (1 year) -. Salat este 200 | ,, Provision for Bad Debts— 

» Taxes Sch. D. paid for 1905-6 56 Amount reserved— 

» Trade Expenses .......... 532 31st Dec., 1904 ..... £321 

» Insurance (fire) ........... 42 Amount reserved— 
_.» Travelling Expenses ...._; 86 31st Dec., 1905 ..... £277 
5, Depreciation on Plant at 15% 96 44 

» Bad Debts written off ..... 11 

as Wiscount -Ave!; Ss... 36 i 

BEN MEP TO ft inte hoo sce $25-'£2343 £2343 


_ Prepare an a/e. for submission to the Income Tax Surveyor, and 
_ show the amount upon which Brown will have to pay tax (1/- 
in the £) for the year 1906-7. The profits of the business in 
_ previous years, as agreed with the Surveyor, prior to any 
allowance for wear and tear of plant, were as follows :—To 31st 
Dec., 1902, £2062 ; 1903, £1250; 1904, £786. Has Brown any 
- grounds for claiming a Repayment of Tax for the year 1905-6 ? 
_ (Entitled to return on £314 6 8.) : 
_ 8 You are instructed to organise the book-keeping depart- 
_ ment of a small factory. What books of a/e. would you advise 
as necessary, and what rules would you lay down for the guidance 
of the staff and to ensure that the books are kept accurately 
and well up-to-date? Assuming that the clerks are three in 
number, mention what duties you would allot to each. 


4%, In preparing the P. & L. A/e. of a manufacturing firm,’ 


what different methods are there of providing for the waste of an 
_asset Owing (a) to wear and tear, as in the case of machinery ; 
or (6) effluxion of time, as in the case of a building, erected 
upon leasehold land ? What method do you favour for providing 
for such waste, and why ? State briefly what entries would be 
required to carry your suggestions into effect ? : 
5, A. F. Walters and J. B. Smith aro in partnership as pipe 
manufacturers, the former taking rds. and the latter ard of pro- 
fits. They also rent and work a retail shop. The shop manager 
sends in weekly returns of ali transactions, and these are duly 
incorporated in the books of the head office. Prepare Trading 
A/e. showing the working results of the shop ; also Trading, P. 
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& L. A/es. and B/S. for the year ended 28th Feb., 1906. Stocks 
at Factory £3105, at Shop £470. The goods supplied by the 
factory to the shop were priced out at £4199 cost price. Adjust-— 
ments :—(a) Interest on Cap. at 5%, (6) Reserves for: Rent, 
Rates, &c. A/c. (factory) for rent accrued due 28th Feb., £78 ; 
Ditto shop, 2 mos. rent due 28th Feb. (the annual rent being 
£360); Audit Fee £36, (c) Manager is entitled to commission at 
2% on the gross profit realised by the shop, (d) Plant and 
Machinery to be depreciated at 10%; Fixtures and Fittings at 
5%, (e) Provision for Bad and Doubtful Debts at 23%. 


Dr. Balances— Dr. Baiances continued— 
Plant & Machinery ........ £3280 Bills Receivable............ £2000 
Fixtures & Fittings (factory) 620 Salaries of Manager and Shop 
Purchases te varacsere > oasis 11780 Assistantit: oe o.oo ama ae 
Manufacturing Wages ...... 6433 A. F, Walker's Drawings ... 1212 
Manufacturing Expenses ... 891 | J.B. Smith’s Drawings..... _ 606 
Rent, Rates, Taxes, Light & Cash at Bank (os veancnes 2512 
Insurance (factory) ...... 360 Cash at Factory ......:.... 7 
Dittors (HhOD)ce. stereo eie 423 Cash @tsShOpis-simsisseass vie be 50 — 
Stock Ist Mar., 1905 (factory) 3828 as : 
Ditto. ditto. (shop). . 747 | Cr. Balances— 
Cash Purehases (shop)...... 62 A. F. Walker’s Cap. A/e. ... 6200 
Travellers’ Commission (fcty.) -152| J.B.Smith’s Cap. A/c. ..... 3500 
Office Salaries (factory) ..... 280 Sales (factory) ...........- 19353 
OfficeExs.,postage,&c.(facty.) - 395 Sales“shop)t. ccs cs <amamise 7538 
Law Exs. & Audit Fee (facty.) 41 Sundry Creditors .......... 2428 
Bad Debts (factory) ....... 8 Discount (factory).......... 282 
Sundry Debtors ........... 2520 Reserve for Bad Debts as on 
Purniture, Fixtures & Fittings 1st March, 1905 ..... iste 74 


(STOW) Sistas snes savnsi oretesavexebaeeereo 980 Bills Payabletsansa.. canes 78 

Answer.—Profit on Shop £3000; Gross Profit £6725; Net 
£3966; Bal. of Cap. A/es. A.F.W. £7942; J.B.S. £4391; Total 
B/S. £15078. 

6. Prepare Statement of Affairs and Deficiency A/c. of Samuel 


Hobson. Sundry Debtors :—Good £1280; Doubtful £2800.(esti- — 


mated to produce £1000).; Bad £700; Sundry Freehold Houses, 
&c., £3300 (estimated to produce £2000)-; 1000 Ordinary Shares 
in the Cable Telegraph Co. valued at par £1000; Mining and 
Railway Shares £9450 (£2500 are held as security by partly 


secured creditors, and the balance by fully secured creditors). — 


Cash at Bank £420; B/R. (good) £800; Loss through the 
unsuccessful defence of an action at law £5420; Business xs. 
£3200; Preferential Claims for Salaries and Rent £500. 
Creditors :—Unsecured £16740; Partly secured £5420; Fully 
secured £3110; Private drawings £1200; Hobson’s Capital A/e. 
£3800. (Deficiency £9820.) 

7. What books, in addition to the ordinary Books of A/e., do 
you consider a manufacturer should keep in order to enable him 
to prepare a complete system of Cost A/cs. 2? What information 
do you consider that such a system would provide ? 


LONDON CHAMBER OF COMMERCE. (Senior, 1907.) 

4. The Chilworth Motor Co., Ltd., registered in 1903, with 
nominal Capital of 200,000 6% Preference Shares £1 each, and 
200,000 Ordinary Shares £1 each. During the year 1903, the 
whole of the Pref. Shares and 100,000 of the Ord. Shares were 
issued to the public and fully paid up, with the exception of 
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£100 calls in arrear on the Ord. Shares. The Co. was very 
successful and, during the year, 1906, offered the balance of the 
Ord. Shares to the public at a premium of 10/- per share. All 
the issue was taken up and duly allotted, payable as to 12/6 per 
share on application (including the premium), and 7/6 per share 


one month after allotment. No further calls were made during. 
the year. Set out the Cap. of the Co., as it would appear in the 


B/S. as on 31st December, 1906. j 

2. Set out below is a statement prepared by Mr. J. Brown, 
a Cigarette Manufacturer, claiming to show the result of his 
year’s trading, 3lst December, 1906. Do you approve of the 
statement ? Give brief reasons in support of your views. 


Wo (Capital... scate eer. o Sere £2659 | By Plant & Machinery ....... £5059 
» sundry Creditors ........: 9850 | » Furniture & Fittings ...... 187 
Sp SLOAN Were enn oiatatie relate teen 2000 R= po Goodwill + 7h. oe ae 1500 
»» Bank Overdraft .......... DO00 SS a5 StOCkGwrcse Sats saeehee 6451 
s Balance, being Profit for the . », Sundry Debtors. .......0.. 4484 

VEAL: cnpleoceis elvis eee visto L59i-r 5; Cash inthand> 36s 1 


9 
» J. Brown, Private Drawings 400 


3. How would you deal with the undermentioned items when ~ 


preparing the annual a/es. of a limited Co.? (J) Transfer of 
£5000 to Reserve Fund. (2) £750 commission: and expenses 
incurred in the issue of £8000 4% debentures repayable in 8 
years from date of issue. (35) Transfer of £3500 to the Company’s 
own Marine Insurance Fund. (4) An issue of 100 5% debentures 
of £100 each @ 95, repayable in 10 years from the date of issue 
at par. 

4. Set out below is the B/S. as on 3lst December, 1906, of 
Messrs. Black & White who are equal partners :— 


To Capital— q By Land & Buildings £22065 
ACIS 7.0 e378 0000 », Machinery & Plant 12800 

W. White ..... 20000° £50000-)|-=,,- Stock -.... icc tines os 10760 

>, sundry Creditors ....... 3 », Sundry Debtors ......... 0 
5 ee Cash-at Bank < wcacetne 2750 
Investments............. 1075 


A limited Co. with a nominal Cap. of £100,000 in Ord. Shares 
of £1 each, was formed to acquire and carry on the business. 
The vendors guaranteed the book debts, and agreed to pay off 
the creditors. The Co. took over the whole concern with the 
exception of the cash and investments, the purchase price being 
agreed at £60,000. The vendors were paid as to £50,000 in fully 
paid Ord. Shares, and as to the bal. in cash. The bal. of the 
Share Cap. was taken up by the public and fully paid up. Show 
the entries to close books of the old firm, and to open those of 
the new Co. 

5. Prepate Trading and P. & L. A/cs. and B/S. for the year 
ended 3lst Dec., 1906, of the Postford Manufacturing Co., Ltd., 
the nominal Cap. consisting of 40,000 5% Pref. Shares of £1 
each, and 10,000 Ord. Shares of £1 each. No dividend was paid 
for the year ended 31st Dec., 1905, on either class of share. . The 
Company’s books were balanced as on 31st Dec., 1906, Stock 
being valued at £9050. Provide 5% for bad and doubtful debts. 
Depreciate Plant and Machinery 10%, Boiler and Heating Plant 
10%, Loose Tools 20%. Write off one-third of the Cost of New 


s 


Catalogue and one half of the Repairs a/c. against the current 
year, carrying the balances of these a/cs. to next year, Ledger 


Balances :— 


. Balances— Dr. Balances continued— 

pores Etat Re hore I Ot £15345 Sundry Debtors ....... ane OA 
IBUILGINGS sa orien, oe » 24054215 Goodwill nite cere < eltuewre een , 4000 
WIC ENS coco eee : 485 Unpaid Calls oe. % .-. ser cocci 50 
Plant & Machinery ... .. 5654 Cost of New Catalogue ..... 300 
Boiler & Heating Plant ..... 592 Cash in*handysesy thee Sees 10 
RePAWSn.- 2, .ne eee 472 | Gr. Balances— 
Boose: LOO satis na sete 1856 Sales: a. See es ee 37950. 
Office Expenses .....5.22:.. 362) Res. for Bad and Doubtful 
Wag estar ey aoriae mess ae 13671 Debts as on (81/12/05)... 250 
DISGOUNG satsa. he a oe 83 Loan on Mortgage (charged on 
Salaries? sicee ot oars tateeaees, 1062 above premises) ......... 00 
Postages & Telegrams ...... 116 Sundry Creditors .......... 10960 — 
Mabesd: Dace kee see 239 P. & L..A/e. (bal. from 1905) 206. 
Pravellings 70 cease meee 317 | Preference Share Capital ... 17520 
Interest & Bank Charges 402 Ordinary do. va a BODO 
Directors Heesshcs.. peace 00 Bills Payable—sicn'. te nee 2100 
Stock (1st Jan., 1906) ...... 8990 Bank Overdraft ........... 2721 


Answer.— Gross £8994 ; Net £4053 17; Total B/S. £54010 17. 


6. The Birget Engineering Co., Ltd., purchased certain 
patents from Short & Sharp, under an agreement dated 30th 
June, 1906, at a cost of\ £40,000. £1000 of this sum was to be 
paid to the vendors in cash, and the balance in fully paid £10 
Ord. Shares. Including the Shares allotted-as fully paid to the 
vendors, the Co. issued Cap. to the extent of £75,000, consisting 
of £50,000 in Ord. Shares of £10 each (£1 on application, £4 on 
allotment, and £5 at the end of 3 months), and £25,000 in aos 
Pref. Shares of £5 each (£1 on application, £2 on allotment, and 
£2 at the end.of 3 months). Under the agreement with Short & 
Sharp, the patents passed to the Co. on 9th July, 1906, which 
date was also the date of allotment. All the shares issued to 
the public were fully subscribed and duly paid for with the 
exception of £200 calls in arrear on the Pref. Shares. All cash 
was paid direct to the Company’s Bankers. Make the entries 

_in the books of the Co. to give effect to the above and show how 
they would appear in the Company’s first B/S. 

7, In a business consisting of many departments (e.g. Co- 
operative Stores) how would you suggest that the Stock A/je. 
should be képt and Stocks recorded, so as to minimise the danger * 
of a false return by the manager on the one hand, and to prevent 
pilfering-on the part of dishonest employees on the other ? 


LONDON CHAMBER OF COMMERCE. (Senior, 1908). 

i, The Birchets Mineral Water Co., Ltd., sends out cases of 
aerated water to chemists in various parts of the country “on 
sale or return.” Each chemist is at once debited in the Com- 
pany’s books with the water supplied at the price he is to obtain 
for it when sold, and is allowed to deduct 10% from this value 
when accounting for his sales. The personal accounts of all 
chemists so supplied are included in the ledger balances at the 
end of the year. How would you deal with these a/es. when 
preparing the Company’s P. & L. A/c. and B/S. 


/, 
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_ 2 The London and Westminster Grocery Co., Ltd., has a 
_ retail branch in Manchester, which is supplied with all goods 
_ from London. The branch shop keeps its own sales ledger, 
_ receives cash against ledger a/es., and remits the whole of the 
_ cash received daily to the Head Office. All wages and branch 


_ the imprest system. From the undermentioned particulars 
_ supplied by the branch manager show how the branch a/cs. 
~ would appear in the Head Office books and prepare a P. & L. 
_ A/e. for the branch shop for the six months to 31st Dec., 1907. 


ix months Credit Sales /.............:...... £2387 

4 Returns inwards s............... Aa e AOR AE 0 
> Cash received on Ledger Accounts ....... 17 "" 2384 
‘ CES MOR i eho te 20, oc oe we Apt le sbnic 1214 
“] Plesk lst daly tO07 0 geno eee 720 
BLOCK ase DeC. TOOT tacit ods ttece. hee 1121 

Debtors, 1st July, 1907 ........ 1227 

. Goods received from Head Office 2178 
: ent, Laxes, ete. paid :.......06.... Rice stpatace 375 
Wages and Sundry BISPeNses PAld 5 Ncaect cs eae 396 


3. J. Moss & Co., of London, consign goods to the cost 

_ amount of £1500 to their agent, J. Solomon, Hong Kong, on 

_which they pay freight, insurance, and charges £55, drawing 

on him at 90 days for £1300. They discount the bill at Lloyds 

_ Bank, being charged £15 therefor. They receive A/S. of the 

consignment for £1729, less Agent’s Com., etc. £71, and a draft 

on the bank of Hong Kong for the balance. Make the entries 
in the books of Moss & Co. : 


-* 4. An English Company owns a Tea Plantation in Ceylon. 
_All the tea produced is shipped to a London firm of tea brokers 


_who duly furnish A/S. and remit proceeds to the London office ~ 


ofthe Company. The a/es. of the detailed expenditure in Ceylon 
~are kept in Indian currency and are sent to the Head Office in 
London monthly. The A/S. and the a/e. of the remittances to 
Ceylon are kept in sterling. What method would you adopt for 
dealing with the two currencies employed when writing up the 
Head Office books ? a 
5, The Chiddingfold Manufacturing Co., Ltd., was registered 
with a nominal cap. of £100000, divided into 50000 6% Pref. 
Shares of £1 each, and 50000 Ord. Shares of £1 each. The books 
of the Co. were balanced as on 31st J an., 1908, on which date a 
T/B., containing the following balances, was extracted. Before 
closing the books the following adjustments are necessary :— 
-Yelephone rent paid in advance £25; Travellers’ Commission 
owing £342 ; Rent due £379 ; Insurance unexpired £541 ; Reserve 
for discounts, &c., on Sundry Debtors £500 3; Write off the 
following Depreciations :—Machinery and Plant 10% ; Carts and 
Horses £214. The Stock on hand as on 31st Jan., 1908, was 
valued at £34839. The Directors decide to write off the whole 
of the Building A/c. and to transfer £7000 to Reserve A/c. from 
the profits of the year. Prepare Trading, P. & L. A/es. and 
B/S. to 31st Jan., 1908. 
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_ xs. are drawn for by cheque weekly from the Head Office upon 
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Dr. Balances— 


Dr. Balances continued— 


Carriage, DockDues &Breight £4773 | Rents, Rates, Taxeg & Insee. £3173 
Advertising =. scien) cclerpee 649 Sales Returns. . Sains «hee 
Fuel, Lighting and Water . 2163 Discount A/c.........% ory 
Postage and Incidentals. . 590 Bad Debts written off eur 
Catalogues and Price Lists 416 Bank Charges & Interest .. 
Packing =a ote screenees a 542 | Legal Exs. and Audit Fee 
Machinery Repairs ........ 177 Company’s Contribution to — 
Stable Expenses .......... 913° * Superannuation Fund ... 
OfficeExs.,Staty.&Telephone 1022 | Debtors per Sales Ledger. . 
Debenture Interest ....... 855 Cashiat-Banks is item-<ele tar 
Directors’ ries oie Peiaea 1095 | Gr. Balances— 
Buildings A/e. ............ 903 | Ordinary Share Cap. Alc. Re 
Machinery cad Plant A/c. 8750 Pref. Share Cap. A/e. ..... 
Stock on hand, 1st Feb., 1907 38672 | Debenture A/c. (260 ‘of £100 
£5000 Consols (at cost) (in- each at44%) ....-+-00+ 
vestment of Employees’ Employees’ Superannuation 
Superannuation Fund) .. 4360 PE UI G= arcsua.pipnelshehe eases 
Gashiinehand=- persist satsrets 210 Transfer Fees ......2..++< 
Horses and Carts.......... 720 Purchases Returns ........ 
Purchases. oisc..an case te 102064} “Sales SSi2cn sa sas seus ae 174 
Factory Wages ........... 12704 |- Creditors per Bought Ledger 43: 
Salaries & Pravellors’ Comm. ‘10691 |.* Bills Payable ............ 3 


Answer.—Gross Profit £47648; Net £19291: Total B/S. £73516. 

6. On 1st Jan., 1907, A owes B £6000 for which B receives’ 
two acceptances from A, one for £2000 payable in two months, 
the other for £4000 payable in four months, in each case from 
1st Jan., 1907. B duly discounts both these acceptances with 
his bankers on 3rd Jan. -- 1907, at 4%. Before the first bill 
becomes due A requests B to assist him i in taking it up by pr 
viding him with £1000 in cash, and drawing a third bill on / 
for that amount at three months from the due date of the first 
bill plus interest at 5% per ann.; B agrees to this proposal ai 
advances the money, dieoanting the bill with his bankers at 
4%. A week before the second bill for £4000 falls due A ne | 
asks B to assist him to the extent of £2500. B however is not 
a position to do this, as his’ bankers will not discount any mo 
of A’s acceptances, he arranges with A to draw on him (B) tw 
bills for £1131 16 8 and £1408 3 4 at two months and thee 
months respectively from the due date of the £4000 bill. 
accepts these two bills and remits them to A, who aikoouall 
them with his bankers at 4%, and assisted by the proceeds, duly 
meets the £4000 bill. B also meets his two bills on maturity. 
On 7th June, 1907, A becomes bankrupt, leaving his third bil 
unpaid. Make the entries in B’s books. 

7. State briefly how you would explain to a Book- cenit 
class the principles of the ‘Double Account” system, and 
enumerate some classes of undertakings to which it is epphoaely 


LONDON CHAMBER OF COMMERCE. (Senior, 1909.) — 


4. A limited Company was formed to take over an old 
established manufacturing business. The purchase price was 
fixed, by an agreement dated Ist Jan., 1909, at £60000, payable 
as follows :— 

£25000 in £1 Ordinary Shares of the Co. issued as fully paid. 

£25000 in 5% Debentures, repayable in 1919 at 105. 

£10000 in Cash, payable on 1st February, 1909. 


$ 


_ The Co. was duly registered with a nominal capital of £100000, 
consisting of 100000 Ordinary Shares of £1 each. On 15th 

‘January, 1909, 15000 Ordinary Shares were issued to the public 

and fully paid up with the exception of £150 calls in arrear upon 

the allotment call. The following is a list of the assets and 
liabilities taken over by the Co. :—Sundry Creditors £10000 ; 

Bills Payable £5000 ; Sundry Debtors £20000 (Less Reserve for 

“Bad Debts £1500)—£18500 ; Stock-in-Trade £10000 ; Machinery 

“and Plant £25000; Loose Tools £4000; Bills Receivable £2500 ; 

Cash at Bank £5000. Make the Journal Entries necessary for 

, opening the Co.’s books and the entries required. to record the 

issue of shares to the public, assuming that 10/- per share is 

payable on application and 10/- per share on allotment. 

2, Jones, for the mutual and temporary accommodation of 

himself and Brown, draws upon the latter a bill of exchange at 

three months for £600, dated Ist January, 1908. Jones discounts 
this bill immediately at his bankers, the rate of discount being 

5%, and hands half the proceeds to Brown. Brown, for a similar 

_ purpose, and at the same time, draws a bill at three months 

on Jones at £300. This he discounts at his bankers at 5%, and 

‘hands half the proceeds to Jones. Brown becomes a bankrupt 

on 3lst March, 1908, and a first and final dividend of 5/- in the 

_ £ is paid on his estate on 30th June, 1908. Write up Brown’s 

_ A/e. in Jones’ books. Assume, in each case, that one half of the 

' charge for discounting the bill is chargeable to Brown and one 

half to Jones. 

_ 3. You are preparing the Balance Sheet of a Limited Com- 

_ pany of which you are the chief accountant, and find that there 

are bills under discount amounting to £10750. On going through 

- the books you discover facts which point to the probability that 

- £1000 worth of these bills will be dishonoured on maturity, but 

that there is a reasonable chance of eventually receiving 10/- in 

the £ on the £1000. How would you deal with these bills under 
discount, and how should they appear in the Co.’s published 
accounts ? 

_ 4, Robinson, on 2lst August, 1907, buys from Tuck & Co., 
150 tons of coal at 7/6 a ton at the pit mouth, and pays for them ° 
at once by cheque, being allowed a discount for cash of 24%. 

_ He pays 1/3 a ton for carriage-by rail and 9d. a ton for cartage. 
He sells the coal to a Sheffield Manufacturing Co. at 12/6 a 
ton on 14th September, and draws a bill, at two months, for 

the amount. The bill is dishonoured at maturity, but is 

immediately paid by the Manufacturing Co. upon demand being 
made to them. Draw the bill of exchange and make the entries 
necessary to record the above transactions in Robinson’s books, 
and show what profit or loss Robinson made upon the deal after 
charging 10% on the original cost of the coal for establishment 

_ expenses. ae : 

5, The Engine & Motor Co., Ltd., has a nominal capital of 
£100000, divided into 75000 ordinary shares of £1 each and 2500 
6% cumulative preference shares of £10 each. The books of the 
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Co. were balanced on 31st March, 1908, on which date a T/B., 
containing the following balances, was extracted. Before closing 
the books the following adjustments are necessary :—(1) A 
portion of the premises has been sublet, since Ist J anuary, 1908, 
at £80 per ann., and the rent due to date has not been paid or 
passed through the books ; (2) The Insurance unexpired amounts 
to £30; (3) 11 months only of the Office Salaries have been paid ; 
(4) Make the Reserve for Bad Debts equal to an amount repre- 
senting 5% on the Sundry Debtors (excluding sundry debtors 
for rent); (5) Write off the whole of the Preliminary Expenses ; 
(6) Write off the following depreciations:—(a) Plant and 
Machinery 10%; (6) Office Furniture 10% ; (c) Patterns 15 Ses 
(d) Patents 20%. Stock on hand on 31st March, 1908, was 
valued at £23995, and the Loose Tools at £2730. Prepare 
Trading, P. & L. A/es. and B/S. to March, 1908. ; 


Br. Balances— Dr. Balances continued— 
Freehold Premises.......... £12675 Trade Expenses .......... £2165. 
11595 | Bad Debts written off .... 615 
Directors’ Fees ...... 300 
14665) Carriage... 05.00... se ccs = 155, 
545 | Audit Fee & Legal Expenses 205 
8125 General Expenses. ........ 45 
3155 Discounts allowed ........ 1235 
1535 Preliminary Expenses ..... 350 
3000 | Travelling Expenses ...... 465 


wth oS Sales a ae sek eee 107015 

25595 Purchases Returns ........ 1675 

1245 Sundry Creditors ......... - 12805 
27692)--<Bills Payable: sca sa ene 7 


8765 
475 | Res.forBadDebts( 3istMar.07) 1165 
865 | Interest on Bank Deposit A/e. 45 
750 | Discounts Received ....... 875 


What dividend, if any, would you recommend the Diréctors to 
propose taking into consideration that the dividend on the Pref. 
Shares for the year ended 3ist March, 1907, has not been paid ? 


Answer.— Gross Profit £16050 ; Net £1787 ; Total B/S. £97970. 


6. A Limited Company has a nominal capital of £250000, in 
25000 shares of £10 each. Of these, 4600 shares were issued to 
the vendors as fully paid, 8000 shares were subscribed for b 
the public, and during the first year £5 per share was called up. 
2000 were issued, as fully paid, to persons other than the vendors, 
in payment for property purchased. On the 8000 shares 
subscribed for by the public there had been paid at the end of 
the first year :—On 6000 Shares, the full amount called 3; on 1250 
Shares, £4 per share; on 500 Shares, £3 per share; on 250 
Shares, £2 per share. The Directors forfeited the 7 50 Shares 
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on which less than £4 had been: paid. You are required to 
submit the Journal Entries recording the capital transactions of 
the Co., and to set out the capital as it should appear in the 
Co.’s B/S. at the end of the first year. 

7. Describe briefly the books of account which you would 
expect to find in use in a bank. State what the “ General 
Ledger” of a bank should contain, and what information you 
would expect it to afford. 


LONDON CHAMBER OF COMMERCE. (Senior, 1910.) 

4. What is the difference (if any) between “Fixed” and 
“Bloating” Assets? Designate to which class the under- 
mentioned assets, the property of a boot manufacturer, belong :— 
Book debts ; stock-in-trade ; consols £200 ; plant and machinery ; 
freehold land; bills receivable; goodwill; patents. 

2. Prepare the return, for income tax assessment under 
Schedule (D), for the current year relating to the business of 
Boorman &. Bashall who share profits equally. The P. & L. 
Ayes. showed the following :—1907 profit £3219; 1908 profit 
£1294; 1909 profit £1984. Before arriving at the above profits 
the following items were charged in the a/cs. :— 

1907. 1908... 1909. 


Interest on Capital ...........0- £490 £510 £520 
Income Tax, Schedules (D) & (A) 67 72 84 
Partners’ Salaries ......+++seee- 300 300 300 
Depreciation of Plant .........-- 150 165 161 
Charitable Donations .......... Fue (3) 16 20 


The firm’s premises are freehold and are assessed for Property 
Tax, Schedule (A) at £600 per ann. The surveyor of taxes 
declines to allow the above provisions for depreciation, but 
agrees to an annual allowance of £100 for wear and tear. Mr. 
Bashall holds a policy of assurance, with a British office, upon 
his own life, the annual premium upon which is £56. (Assese- 
ment of Firm on £2463.) 

3, Robert Webber keeps his books by the ‘ single-entry ”’ 
method. His position on 31st Dec., 1908, was as follows :— 
Cash in hand £12 10; Cash at Bank £153; Stock-in-Trade 
£642 15; Sundry Debtors £421 10; Fixtures and Fittings £89 ; 
Machinery and Plant £981; Sundry Creditors £1209 15. 
During the year Webber withdrew from the business, for private 
purposes, the sum of £480. On the 31st Dec., 1909, Webber’s 
position was as follows :—Machinery and Plant £1350 10; 
Fixtures and Fittings £80 10; Sundry Debtors £732 ; Stock-in- 
Trade £950 10; Cash in hand £15; Bank. Overdraft £500 ; 
Sundry Creditors £1400 10. From the above, prepare a State- 
ment showing the profit made by Webber for the year ended 31st 
Dec., 1909. No depreciation need be written off any of the 
assets, and no provision for bad and doubtful debts is necessary. 

4, What is an “Account Sales?” In what particulars (if 
any) does it differ from a “Consignment A/c.?”” On 15th Oct., 
1909, Delmaine Bros., of London, shipped to Donnison & Sons, 
of Port Elizabeth, 60 cases of mixed Sheffield goods. These 
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goods were invoiced pro forma at £32 10 per case. The London 
payments in connection with this consignment were :—Insur- 
ance £10 12; Freight £54 12; Sundry charges £3 15. The 
payments made by Donnison & Sons in South Africa, were :— 
Storage £16 12; Landing charges £6 10; Insurance £211. On 
15th Dec., Donnison & Sons sold 30 cases of goods at £45 per 
case, on 17th Dec., 25 cases at £50 per case, and on 19th Dec., 
the balance of the consignment at £51 per case. All the above 
sales were effected for prompt cash. A commission is payable 
to Donnison & Sons of 2% on all sales plus 14% del credere 
commission. On Ist Nov., Delmaine Brgs., drew a Bill on 
_ Donnison’& Sons for £1000, which was duly accepted. “Prepare 
- an “‘ Account Sales ” showing the result of the above consign- 
ment, and show the transactions in Delmaine Bros. books. 


5. The Wayside Boot Co., Ltd., was registered with a Nominal 
‘Capital of £50000, divided into 10000 Preference Shares of £1 
each, and 800000 Ordinary Shares of 1/- each. Before closing 
the books the following adjustments are necessary :—One 
month’s carriage is owing and has not been passed through the 
books £472; Rent due to landlord but not provided for £150 ; 
Value of Unexpired Insurance Premium £197; Wages paid in 
advance £84; Reserve to be created for Bad Debts £750; Write 
off the following depreciations :—Machinery and Plant 10%; 
Horses and Vans £146; Land and Buildings 24% ; Stoek, 31st 
Dec., 1909 :—¥Finished Goods £13241; Raw Materials and 
Unfinished Goods £5192. Prepare Trading, P. & L. A/es. and 
B/S. to 31st Dec., 1909. _— 


Dr. Balances— Dr. Balances continued— £ 3s. 
GoodwillA/e.: +. 2.0.05... £5000 Int. paid on Debentures 238 10 
Pension Fund Investments .. 4540 Postage & Stationery ... 444 = 
Stable Expenses .......,... 421 | Horses & Vans........:. 946 — 
Machinery & Plant A/c. +++. 7455 | Audit Tee & Legal Charges 274 — 
General Expenses .......__. 939 | Rent, Rates, Taxes & Insce. 1173 — 
Cost of Trade Catalogues 256 Office Salaries .......... 4216 - 
Bank Charges .........,... 17 | Bills Receivable......... 1931 — 

ompany’s Contribution to Advertising 502955 22, 470 - 
Pension Fund .....:..... 500 Freehold Land & Buildings 18442 — 

Bonus paid to Employees... 763 Cash at Bank .......... 3259 = 

Gas, Electricity and Water a LOO’ Cash at Bank (Pension Fund) 440 - 

Manager’s Salary........... 1500 Cash in hand ..... Paton 75 = 

Purchases .............0.. 97651 | P. & L. Aje., Ist Jan..... 1236 — 

Directors’ Fees ............ 250 | Cr. Balances— 

Boxes & Packing........... 674 Ordy. Share Cap. A/c. ... 35820 — 

Discounts allowed ....,.. °° 1251 Pref. Share Cap. A/e. ... 10000: -- 

Sales Returns.............. 946 Pension Fund .......... 4980 - 

Cartiage SOOT +. 93460 Debenture Cap. (100 5% 

Stock in hand, 1st Jan. :-— Debs. of £50 each) .... 5000 — 
Finished Goods .........., 11264 Transfer Fees received .. 1 10 
Materials& UnfinishedGoods 8457 Purchases Returns ...... 1243 - 

Cost of Repairs to Machy. & Plant 293 Bills Payable ....... tae CLG Qs 

Debtors as per Sales Ledger 16245 Discounts received ,..... 1978 —- 

Bad Debts written off ...... 315 | Sales ...., eve basilar eee. .131276  - 

Factory Wages ............ 7299 | Creditors as per BoughtLed.11747. ~ 


Answer.—-Gross £21487 ; Bal. for Distribution £4613 9; Total ; 


B/S. £74944 9. 


6. Baxter & Sons, whose head office is in London, remitted 


‘£500 to their Manchester Branch on 30th Dec., 1909. The books 


of the Head Office and the Branch are balanced as on 31st Dec. 
each year. The above-mentioned remittance did not reach 
Manchester until the morning of the lst Jan., 1910. How would 
you deal with the amount in question in-the Trial Balances of 
the Head Office and Branch, and when preparing the combined 


B/S. of the whole business ? 


7. Is there any difference between a Receipts and Payments 
A/c. and an Income and Expenditure A/c. ? The following parti- 
culars relate to the Chilworth Literary Society for the year ended 
31st Dec., 1909 :—Subscriptions received £110 ; Interest received 
on Investments £38; net proceeds received from lectures and 
concerts £232; Rent paid for use of Hall £21; Petty Cash pay- 
ments £10; Advertising paid £21 ; Printing Expenses paid £12 
10. The Society holds ten 4% Debentures of £100 each in the 
Universal Library, Ltd. As on 31st Dec., 1909,. the Society 
owed £8 for Rent of Hall and £9 10 for Printing. Prepare the 
Society’s annual Statements of Account for the year ended 3lst 
Dec., 1909. : 


LONDON CHAMBER OF COMMERCE. (Senior, 1911.) 


4. James Jowit & Co., printers, purchased three monotype 
machines on Ist Jan., 1910, at a cost of £1000 each. ‘The firm’s 
engineer reports that, with care and proper repairs, the 
machines will remain efficient for ten years. At the end of that 


and why. 2. What is meant by the term “ Columnar Book- 


Jan. 17th, 1911. Visitors’ a/es. J. Hughes (Room 1), Balance 
from previous day £1 12s. 6d., apartments 7s. 6d., breakfast 2s. 
6d., lunch. 8s. 6d., dinner 5s., wine 8s. 6d., spirits 9d., cigars 
Is., postages 6d., laundry 3s. 4d. F. J. Griffiths (Room 5), 
apartments 5s., breakfast 2s. 6d., tea 1s. 6d., supper 2s., liqueurs 
Qd., minerals 1s., bath 1s., fire ls. J. HE. Elliott (Room 3), 
balance-from previous day £2 10s. 6d., breakfast 2s. 6d., bus to 
station 6d., cash received in settlement of bill £2 13s. 6d. 


3. The following assets are the property of the Reliance Boot 
Manufacturing Co., Lid. How should they be valued for 
balance-sheet purposes ? (a) Twenty Debentures of £100 each in: 


wi 


the Southern Railway of America, representing the investment > 


of the reserve fund. The debentures were purchased at par, but 
the market price has since fluctuated between 94 and 108; the 
former quotation being the mean market price as on 31st Dec., 


1910, the date upon which the balance sheet of the Reliance ~ 


Boot Manufacturing Co., Ltd., is prepared. (6) Patents £2000. 
This amount represents the original cost of the patent rights in 


a welting machine. The grant of letters patent is dated Ist 


Jan., 1906. (c) Goodwill £5000. This asset was purchased in 


1905, at the price named, upon the formation of the limited 


company. The trading profits have steadily declined from £4200 
in 1906 to £2124 in 1910. : 


4. Richard Robson is in business as a manufacturing engineer, 
and his profits, as agreed with the surveyor of taxes, were 
as follows :—Year ended 3lst December, 1907, £4550; 1908, 
£4260; 1909, £3980; 1910, £3925. He also earned during the 
same period; 1908, Professional Fees, £150; 1909, Directors’ 
fees, £200 ; 1910, Directors’ fees, £300. R. Robson also enjoyed 


the income from investments (all of which was taxed at its” 


source) amounting to £900 per ann. gross. Robson’s life was 
insured in a British office, the annual premium amounting to 
£100. Mrs. R. Robson possessed private income amounting to 
£650 gross per ann. ; throughout the above period all this income 


was also taxed at its source. Give R. Robson’s income tax — 


return, Schedule (D), for the year ending 5th April, 1912 (tax 
1/2 in the £), and state the amount of tax for which he is liable. 
(Answer :—£400 12 4.) 


5. The following balances were extracted from the books of 
the Stambridge Publishing Co., Ltd., as on -3lst Dec., 1910. 
The nominal capital of the Company consists of 10,000 Ordinary 
Shares of £1 each, and 4000 6% Preference Shares of £5 each. 
In addition to the publishing department, the company has a 
“supply department” for the sale of the various goods’ adver- 
tised in its publications. Prepare a Publishing Trading and 
P. & L. A/c., a Supply Trading and P. & L. A/c., a general 
P. & L. A/e., and a B/S., for the year ended 31st Dec., 1910. 
The publishing stock, on 3lst Dec., 1910, was valued at £700, 
and the supply stock at £4500. Before preparing the annual 
a/cs. ib is necessary to take the following matters into consider- 
ation :—(a) £500 provision for bad and doubtful debts is to be 
made, no provision having been made in the past. (b) Write off 
10% depreciation on furniture, ete. (c) Charge 24% on the net 
profits of the business as Managing Director’s commission. (d) 
Half the cost of the designs is to be borne by each department. 
(e) Write off one-third of the general advertising expenses and 
carry forward the balance. (jf) It was decided to pay no divi- 
dend on the ordinary shares for the year ended 31st Dec., 1909, 
but to pay the preference dividend, and to transfer £2000 to 
Reserve. The latter transfer has not been made. 
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i ce Dr. Balances— 
-_ Copyrights A/c. .......... £18000 


Dr. Balances continued— 
Publi ept.— 


Directors’ Fees ..... Se oe 400 Do. Trading Expenses ... £110 
Calls in arrear (being 10s. per Do. Discount (Dr. bal.) .. 10 
share on 20 Ordy. Shares) 10 Do. Bad Debts ...... .:. 20 
Coal SPRANG case ens deee cue 90 Do. Wages & Salaries .... 500 
Cash at Bank ..... Paris 25 1760 | Supply Dept.—Purchases... 9000 
Bank Charges ...... ae 10 DOs CCAMAge sacra cc +-- 1200 
Paper & Printing .......... 4250 Do. Trade Expenses...... 150 
General Office Salaries ...,. 300 Do. Wages & Salaries..... 1500 
Engraving Blocks ......... 150 Do. Discount (Dr. bal.) .. 30 
Rent, Rates & Taxes ....... 400 Do. Postages & Telegrams 90 
Stationery (General Office) .. 80 | Stock, 31st Dec.,1909,Publishg. 
Literary Contributions ..... 400 Dept. 800 
Insurance ...+..-:..+.++-- 30 Do. do. Supply Dept. 4000 
Choad WHE Sie. o oden s ws a 4000 
General Advertising Expenses 6000 | Cr. Balances— 
Designs for Publication ..... 1000 | P.& L. A/c. (Cr. bal. 31st Dec., 
General Expenses........... 350 Si ths oo EOL 
Managing Directors’ & Supply Dept. Sales . ere 
Secretary’s Salaries ...... 1500 Publishing Sales ........... 
Div. paid on Preference Shs. 1130 Pub.Dept.—Subscribers (amis. 
Furniture, Fixtures &Fittings 940 fecd: =a 40 
Travelling Expenses ....... 60 Do. Adverts. received 4100 
Sundry Debtors: ..:........ 3220 FREROL VGA [C.  siccats.ceiwuis.c sha0' 3000 
Bills Receivable............ 190 Ordinary Share Capital ..... 4790 
Publishing Dept.—Carriage.. 140 Preference Share Capital ... 20000 
Do. Postage & Telegrams 30 Bills; Payables wos eee oa 2200 
Do. Advertising Expenses 150 | Sundry Creditors .......... 1250 


Answer,—Profit of Pub. Dept. £3830; Supply Dept. £5030 ; 
General Profit £2586; Bal. for Appropriation £3511 7—; Total 
B/S.£36806. 


6. A firm of motor manufacturers contracted to supply 50 
cabs to a Motor Cab Co., ten cabs on the first day of each of the 
following months :—June, July, August, September, October. 
Under the agreement the manufacturers, in case of late delivery, 
were liable to refund to the cab company any actual loss which 
might arise owing to non-delivery of cabs on the promised 
dates. . The manufacturers were not, however, to be liable for 
any loss of profit which might have been earned by the cabs if 
delivered as promised. The first batch of cabs was delivered 
on the agreed date, the second batch was 7 days late, the third 
10 days late, the fourth 15 days late, and the fifth 8 days late. 
The rent and other fixed charges of the Cab Company were tho 
same for 10 cabs as for 50, namely £30 per week. Prepare an 
a/c. showing the claim to be made by the Cab Co. and explain 
the reasons which guided you in its preparation. 


7. How should the following items be treated in the a/cs. of 
a Limited Company ? :—(1) An issue of 1000 debentures of £100 
each, issued*1st Jan., 1911, at 90, repayable in 1921. (2) An 
expenditure of £5000 on advertising a new patent medicine. 
The sales of the first year amounted to £1500, but were on the 
up grade. (3) A debt owing by a director of the company. 


‘ 


LONDON CHAMBER OF COMMERCE, (Senior, 1942.) 

4. Prepare, in the proper statutory form, the Revenue A/c. of 
the Minster Assurance Co., Ltd., for the year ended 31st Dec., 
1911, from the following figures :—Claims: By Death £76140 ; 
By Maturity £30110; Premiums £705690; Transfer Fees £129 ; 
Consideration for Annuities granted £82127; Annuities paid 
£53461; Bonuses paid in Cash £2416 ; Expenses of Management 
£31920; Commission £9574; Interest, Dividends and Rents 
£97840 ; Income Tax thereon £5710 ; Surrenders £13140; Bonus 
in reduction of Premiums £980 ; Dividends paid to Shareholders 
£5500; Amount of Life Assurance Fund at the beginning of the 
year £1521000. ¢ 

2. The Nominal Cap. of the Richmond Co., Ltd., consists of 
100,000 Shares of £1 each. The whole of these Shares were 
issued in 1910, and were fully called up in four instalments of 
5s. each. On 12th Feb., 1911, after due notice, the directors 
passed a resolution forfeiting the 1000 Shares held by Mr. W. 
A. Richardson, the final instalment due upon his holding not 
having been paid. On Ist May, 1911, the 1000 Shares thus 
forfeited were issued as fully paid, to Captain Heyward, who 
paid £500 for them. Give the entries necessary to record these 
transactions in the Company’s books. 

3. The George C. Waud Finance Corporation, Ltd., hold a 
large number of investments. Explain briefly what records you 
would advise the Co. to keep relative to their investments. Give 
a pro formd ruling of the Ledger A/c. you recommend and enter 
therein not more than six items. 4 What is “Super Tax ?” 


Upon whom is it levied ? Upon what basis are the trading 


profits of a partnership assessed for this Tax ? 

5. The A. R. Waddell Co., Ltd., which was formed to 
purchase a manufacturing business, was registered on Ist Jan., 
1911, with a Nominal Cap. of £100,000, divided into 10,000 
Ordy. Shares of £10 each. With the undermentioned exception, 
these Shares were offered to the public, and 7500 were subscribed 
for and duly allotted. As part purchase price of the business, 
500 Shares were allotted as fully paid to the vendor. The Shares 
issued to the public were payable as follows :—£2 10s. per share 
on application, £2 10s. on allotment, £2 10s. on 31st Mar., 1911, 

~ and the balance as and when required. The final balance had 
not been called up on 31st Dec., 1911. In addition to the 
balance of the Cap. A/c., the following balances appeared in the 
books of the Company on 3lst Dec., 1911. Before closing the 
books the following adjustments are neeessary :—(a) 10% Depre- 
ciation is to be written off Plant and Machinery ; (6) The Res. 
for Bad Debts is to be made up to £500; (c) Insurance paid in 
advance £50 ; (d) The £2505 spent upon Alterations and Improve- 
‘ments to be written off by five equal annual instalments, ending 
3lst Dec., 1915; (e) The whole of the Preliminary Exs. (part 
having been borne by the vendor), are to be written off ; (f} 
Stock, 3lst Dec., 1911, £12,347. Prepare Trading and P. & L. 
A/cs. for the year ending 3lst Dec., 1911, and B/S. as on that 
date. State what conclusions the a/cs. of the Co. would lead 
you to arrive at. 
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PMID LOS ee iaie. aaucieiese s:9rf «leas £3060 | Freehold Land & Buildings ..£26000 
Manafactiring Wages ...... 22421 | Reserve for Bad Debts. seth ieee) 
Genevsi Hixpenses .......... OSL | Good vl Sars tleieie cies oneie/e ave 10000 
ara 4 ates AOD ge Lait Hee Returns so spise cece 

OP bs sare ede sare OS VODUINS © eee ties sists vuecis we 4759 
Res. for Depr. of Buildings.. 3000 | Bills Payable .............. 

RC Ne eichenen @ <a 69. 4 ears 2 9 | Alterations & Improvements 2505 
Sundry Debtors ......... a. 16342 | Advertising .2...56..se.055 3 
Sundry Creditors .......... 6124 | Directors’ Fees ...........4. 
Rates, Taxes & Insuramce .. 2450 | Legal Expenses ..........+- 61 
5% Debentures ........... 5000 | Preliminary Expenses ....... 447 
Deb. Int. (from date of issue Plant, Machy. & Fixtures .... 9510 

to 30th June, 1911) ...... 107 | Lighting & Heating ......... 6 
Purchases... .cveccacocnens 102551 | Discount A/c. (Dr. bal.) ..... 1174 
Bales . on. ence vets cee eee 142412 | Travellers’ Exs,and Comm... 647 
Galis'in Arrear 22... cececee 250 | Bank Overdraft ............ 1789 
Repairs & Renewals ....... Cash in hand .........: acasrorr 98 


1027 ad 1 
Res og geass Profit £12700 ; Net Loss £3000 ; Total of B/S. 
6. Are the published a/cs. of Gas Companies subject to any 


statutory regulations ? Give the rulings you would recommend 


for any two of the principal books employed by Gas Companies, 
and briefly describe the uses of the books you illustrate. 

7. Messrs. Pernet Ducher & Co., Ltd., London, have a 
branch office in a South American Republic, where the exchange 
fluctuations are considerable. The books of the branch are kept 
in local currency only, and, at the close of each financial year, a 
T.B., P. & L. A/e., and B/S. are sent to the London Office. 
Briefly describe how you would amalgamate the branch figures 
with those of the head office. At what rates would you convert 
(1) the P. & L. A/c. balance, (2) the Floating Assets, (3) the 
Fixed Assets, and (4) Remittances from London. 


LONDON CHAMBER OF COMMERCE. (Senior, 1913.) 

~ 4. The Northern Colliery Co., Ltd., took a lease of a coal 
mine for a period of 20 years from lst Jan., 1906. Under the 
lease a royalty of 6d. per ton upon the output was payable, with 
@ minimum rent of £400 per ann., with power to recoup ‘* short- 
workings ” over the first 5 years of the lease. Show the Royalty, 
Short-workings and Landlord’s A/cs. in the books of the 
Colliery Co., assuming that the annual outputs for the first 5 
years of the lease were :—1906, 10,000 tons; 1907, 15,000 tons ; 
1908, 17,000 tons ; 1909, 18,000 tons; 1910, 20,000 tons. 

9. On Ist Jan., 1912, a Company, with a Nominal Cap. of 
£20,000 divided into 10,000 Ordy. Shares of £1 each and 1000 
6% Pref. Shares of £10 each, was formed to acquire the business 
of Albert Durand. It was agreed to allot as fully paid to the 
Vendor, as purchase consideration of the assets acquired, 5000 
Ordy. Shares and 500 Pref. Shares. On the 5th Jan., 1912, 
the balance of the Ordy. Shares was issued to the public at a 
premium of 5/- per share, and 75% of this issue was duly applied 
for, the terms of subscription being 10/- per share (including 
the premium) on application, 7/6 per share on allotment, and 
the balance on 3lst Mar. The Co. carried out its agreement 


“with Albert Durand, and went to allotment on 12th Jan. All 


cash due on application and allotraent was paid with the excep- 


oe 


tion of that due on allotment of 500 shares to Victor Verdier. — 


These shares were forfeited by resolution of the Directors on 15th 
Mar., 1912, and were re-issued on 22nd Mar., to Hugh Dickson 
on payment of the amount due on the shares. Show how these 
transactions would appear in the books of the Co., assuming that 
the call due on 3lst Mar. has been made, but that no cash has 
been received in respect of it. 


3. What do you understand by a Preliminary Expenses A/fe. 2 


What expenses are commonly charged to this a/c., and why ? 
4. What benefit does a consignor derive from drawing a bill 
upon his consignee against the goods consigned ? Show, by 


pro forma entries, how such a bill would be treated in the 


consignor’s books. 

5. On lst July, 1911, a Co. was formed to manufacture a 
patent medicine, with a Nominal Cap. of £50,000, consisting of 
50,000 £1 shares. The shares were offered for public subscrip- 
tion, and 38,000 shares were applied for and allotted. On 30th 
June, 1912, 15/- per share had been called up and, with the 


_ exception of 5/- per share on 400 shares, had been paid. In ~ 


addition to the above balances, the following balances appeared 
in the books of the Co. on 30th June, 1912. Prepare Trading, 
P. & L. A/es. and B/S. for the year ended 30th June, after 
taking into consideration the following :—(a) Depreciate Plant & 
Machy. 10% ;. (b) Depreciate Fixtures & Fittings 5%; (c) Res. 
for Bad and Doubtful Debts to be created, 23% on Sundry Drs. ; 
(d) The amt. expended on Advertising to be written off by equal 
annual instalments over 3 years ending 30th June, 1914; (e) 
All Preliminary Exs. to be written off; (f) Manager of Co. is 
entitled to 5% commission on the Net Profits, after charging 
such commission and all other charges and appropriations of 
profits, except dividends; (g) Rates and Insurance unexpired 
and paid in advance on 30th June, 1912, were £39 4s. 1d. and 
£47 2s. respectively ; (h) Stock, 30th June, £3942 Is. 10d. 


Cash at Bank ........ £3622 17 6 General Expenses ...... £216 4 6 
Cash in hand... ae 96 4 1) Purchases ...... jeleraticca 6428.13 4 
Sales... oa8. «. 22947 4 | Purchases Returns ...., - 6 2 
Sales Returns......... 429 2 2 ent, Rates & Taxes 614 10 10 
Insurance & Rev. Stamps 647 9 J Lighting & Heating . 16 7 
Int. on temporary Bank Sundry Debtors .<..... 5414 14 1 
Deposit ........... 1 - | Sundry Creditors ...... 2141 14 3 
Plant & Machinery 9673 10 — | Bills Payable ......... 612 6 - 
Fixtures & Fittings. ... 6 8 i Expenses .. 207 6 1 
Manufacturing Wages.. 8610 4 7 Discount A/c. (excess of 
Advertising .......... 519 9 discount allowed over 
Salaries ...... aienie Alets - - dis. received) ........ 92 7 - 
Carriage Inward ..... 412 19 10 | Directors’ Fees ........ 150 - — 
Carriage Outward . 641 2 9} Electric Power .......; 949 19 11 


Answer.—Gross Profit £11322 9 5; Net Profit before charging 
Managers’ Commission, £977 2 6; Total of B/S. £32131 2 9, 

6. State briefly any defects which the Double A/c. System of 
accounting presents. 7. A London manufacturing company 
establishes a branch in South America where the local currency 
is subject to constant fluctuations in value. Give concise 
instructions for the use of the London book-keeper, showing how 


the a/cs. as between London and South America are to be kept 
and adjusted. 
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_ LONDON CHAMBER OF COMMERCE, (Senior, 1914.) 
4. The P. & L. A/es. of the business of Abel Chatenay, as 


agreed with the Surveyor of Taxes, disclosed the following 
results :—1909, Profit £9,500; 1910, Loss £610; 1911, Profit 


cies ey 


£10,820. A. Chatenay’s gross income, apart from the above, for 


the year preceding assessment was as follows :—Dividends and 
Interest (gross), £1,200 ; Director’s Fees, £500; Rents from 
House Property, £900 ; Wife’s Income, £500. His life assur- 
ance premium amounted to £180 per annum. Prepare A.” 
Chatenay’s return for Super-Tax for the fiscal year 1913-4. 2. 
The income of the North Eastern Rubber Trust, Ltd., is derived 
from investments in rubber and other commercial companies. 


Design a ledger suitable for the record of the investments of - 


the Company, and make three specimen entries therein. 

3. The P. & L. A/e. of Soleil d’Or, Ltd., prior to the pay- 
ment of debenture interest for the half-year to 3lst Dec., 1913, 
disclosed a profit of £12,850 as on 31st Dec., 1913. The Paid-up 
Capital of the Company consisted of £100,000, divided into 
50,000 5% Preference Shares of £1 each, and 50,000 Ordinary 
Shares of £1 each. 100 Debentures of £100 each at 4% had also 
been issued. The Directors made the undermentioned recom- 
mendations for the disposal of the above balance which were 
approved by the Shareholders at the Annual Meeting :—(1) To 
pay the half-year’s interest to 31st Dec., 1913, due on the Deben- 
tures. (2) To pay the Preference dividend for the half-year to 
31st Dec., 1913. (3) To pay @ dividend for the year ended 31st 
Dec., 1913, of 10% on the Ordinary Shares, free of Income Tax. 
(4) To transfer £5,000 to Reserve, raising that Account to £15,000 
in all. (5) To carry forward the balance to next year. Show the 
entries necessary to record these transactions in the books of 
Soleil d’Or, Ltd. 

4%, Mr. Robert Royce’s book-keeper found the undermentioned 
slips in the pocket of his employer’s Bank Pass Book with The 
Union Banking Co., Ltd. :—(1) Debit Slip. 28th January, 
1914. Debit Robert Royce, Current Account for transfer to 


Deposit Account. £250. L.C.C. Accountant. (2) Debit Slip. 


26th Jan., 1914. Debit Robert Royce, Interest on loan to date. 
£29 2 9. L.C.C. Accountant. (3) Debit Slip. 31st January, 
1914. Debit Robert Royce, Cheque Book. 8/4. L.C.C. 
Accountant. Briefly describe the meaning of these documents 
and the entries which would be necessary with reference to 
them in the books of Mr. R. Royce. Explain why slips of this 
nature are employed by Bankers. 

5, On Ist Jan., 1913, a Co. was formed to take over the 
business of John Brown & Co., Manufacturing Confectioners, 
with a Nominal Cap. of £60,000 consisting of 60,000 Shares of 
£1 each. 10,000 Shares were issued as fully paid to the Vendors 
in part payment of the various assets included in the purchase 
price. The remainder of the Shares were offered to the public 
for subscription, and 34,000 were applied for and allotted. On 
31st Dec., 1913, 17/6 per share had been called up and duly paid, 
with the exception that a call of 2/6 per share was unpaid on 
280 shares, and that 400 shares had been paid for in full. In 


addition to the balances represented by the above, the following 
balances appeared in the books of the Co. on 31st Dec., 1913. 
Prepare Trading, P. & L. A/cs. and B/S. for the year ended 
3lst Dec., 1913; after taking into consideration the following :— 
(a) Depreciate Plant & Machy. 10%; (0) Depreciate Fixtures & 
Fittings 5%; (c) £100 is to be written off Preliminary Exs. ; 
(d) £250 is to be reserved for Directors’ Fees 3 (e) Res. for Bad 
‘and Doubtful Debts to be created, 23% on Sundry Debtors ; 
(f) The Vendors to be charged with £34 8s. 7d. being bad debts 
made on Sundry Debtors’ balances guaranteed by them; 
(7) Rates and Insurances owing and paid in advance respectivel. 


were £36 8s. and £43 8s. 6d. ; (h) Stock 31st Dec., 1913, £5,643 
10s. 8d. 


Cash in hand ......... £79 8 7 Travellers’ Salaries & 
Cash at Bank ........ 2106 4 8 Expenses s.4.occnes oc £1860 4 3 
Stoeke (1/1/18) ae as 4005 — 6 | Carriage Outward ..... 1441 19 9g 
LOS aerate ai ete eae 21845 9 - | Goodwill ............. 5000 - —- 
Purchases =+)scaasccc 10841 11 9 | General Expenses ...... 297 14 1 
Rates & Insurance .... - 9 | Returns Inward........ 2 6 
Plant & Machinery 6793 10 -— | Returns Outward ...... 214 1 6 
Fixtures & Fittings.... 9 7 8 37" | Debtors wig as pane 5314 8 6 
Manufacturing Wages.. 4180 2 9 Creditors= i. s5 cceasus 17835 Lee 
Bad Debts ........... {o=6 Se XS Viet 389 7 6 

Freehold Premises... .. 17000 ~ - | Discount /c. (excess of 

~~ Salarles=... casas. 692 - - discounts allowed over 
Factory Power........ 89 7 4 those received)....... 1467 711 

Tighting <2 2. oote-aec 120 8 - ; 

Answer.—Gross Profit, £8173 16 4 ; Net Profit, £388 9 6; 


6. The debit and credit sides of the Balance Sheets of limited 
companies are often headed “Liabilities” and “ Assets,” 
respectively. Have you any objection to this practice? Is 
there any, obligation to provide for any waste which may occur 
either in the fixed assets or in the floating assets of a limited 
company ? If.so, how should such waste be dealt with? 7. 
Give a form of a Valuation B/S. of an Insurance Co. What is 
the object of such a B/S., and when is it usually prepared ? 


LONDON CHAMBER OF COMMERCE. (Senior, 1915.) 

1. On Jan. 1, 1915, A. R. Goodwin purchased a machine for 
£1000. His engineer advised him that the machine would be 
useless for his purposes in four years, and that it would then 
realise £100 at scrap prices. Give two methods of providing for 
the depreciation of this machine. . 

2, Explain the meanings of the following items, which have 
been extracted from the A/ecs. of a Life Assurance Company, and 
state where they would appear in the published annual A/es. :-— 
(a) Amount of Life Assurance Fund at the end of the year, (6) 
Income Tax on Interest and Dividends received, (c) Surrenders, 
(d) Outstanding premiums. : : 

3. On Jan. 5, 1914, W. J. Grant applied for, and was duly 
allotted, 500 Ordinary Shares of £1 each, in Horace Vernet, Ltd. 
He paid 2s. 6d. per share on application, and 5s. per share 
on allotment (Feb. 5). He failed to pay the first (and final) 
call of 12s. 6d, per share, made on Aug. 4, 1914, and his shares 
were consequently forfeited on Jan. 15, 1915. On March 1, 
1915, the Directors issued the 500 Shares to Alfred Colomb, 


CDSN Wil App dt inly RE alley, pirat 


— 68S... : 
upon his undertaking to pay for them at the rate of 17s. 6d. per 


~ 


share. Give the entries necessary to record these transactions. 

4. Prepare a statement showing the liability of Antoine 
Rivoire, MaP., for super-tax for the year 1914-15. Share of 
assessed profits of Rivoire, Lefebvre & Co. for the year 1913-14, 
£4765; Interest on Cap., £400; Directors’ Fees, £500; Divi- 


_ dends from Investments (Gross), £315 ; Wife’s Income (Gross), 


£320; Salary as a Member of Parliament, £400; Rents from 
Freehold House Property (Gross), £420 ; Mr. Rivoire owns the 
Jease of the house he occupies, which is assessed under Sch. A. 
at £450. He has a mortgage of £5000 at 5% on the house, and 
pays an annual ground rent of £40. He pays a life insurance 
premium of £150 per annum on his own life, and £100 per 


annum on that of Mrs. Rivoire. 


5, Avoca, Ltd. was registered in 1912, with an Authorised 


_ Cap. of £200,000 divided into 100,000 5% Cumulative Pref. 


Shares of £1 each, and 100,000 Ordinary Shares of £1 each. Ot 
this Cap., 30,000 Pref. Shares and 60,000 Ord. Shares were 


issued and fully called up. On 


Dec. 31, 1914, the balances below 


appeared in the books. Prepare Trading and P. & L. A/es. for 
the year ended Dee. 21, 1914, and a Balance Sheet as on that 


date, taking into consideratio 


n:—(1) Debenture Int. for the 


half-year to Dec. 31, 1914, is to be provided for (ignore Income 
Tax), (2) £1000 is to be added to the Reserve Fund, (3) All 
interest from Investments is to be added. to the Reserve Fund, 
(4) £200 to be added to the Leaseholds Depreciation Fund, 
(5) 10% Depreciation is to be written off Plant and Machinery, 
(6) 20% Depreciation ig to be written off the Patents, (7) The 


Interest on the Company’s investments™accrued as on 


Dee. 31, 


1914, but not received, amounted to £120, (8). £250 is to be 
written off the Discount on Debentures Issue A/c., (9) The 
Reserve for Bad and Doubtful Debts is to be increased to an 
amount equal to 5% on the Trade Debtors, (10) Rates paid in 


advance and Insurance unexpir 
31, 1914, (11) The investments, 


ed amounted to £40 as on Dec. 
having depreciated in value, are 


to be written down to the extent of £2000, which amount is to be 
transferred from the Reserve Fund, (12) Stock on Dec. 31, valued 


at £6410. 
Dr. Balances— . 
Leasehold Premises....--++> £84200 
Calls in Arrear (Ord. Shares) 500 
Freehold Premises....-<-+++ 98650 
Sales Returns.....-++++-++> 129 
Purchases ....-.eee-ereree 16856 
Sundry Debtors ....-++-+-- 9580 
Stock (31/12/13) .-..+++-+s> 8786 
atentS ...cscreecccerrere 1500 
Plant and Machinery .....-- 8680 
Bills Receivable. .....+++++ 1290 
Discount on Deb. Issue Ale. 1250 
Salaries ....eeceererereees 3820 
Advertising ....+-++-+e+s9 2980 
Carriage Inwards......--+-> 1196 
Investments .....-+-eeees 7264 
Gash at Bank and in hand .. 4920 
Manufacturing Wages ....+> 10860 


Deberture Interest A/c. ..+- 1000 


pr. Balanoes continued— 


Heating and Lighting......-. £628 
Manufacturing Hxpenses ... 1284 
Directors’ Fees ...-+eseeeee 1260 
Rates, Taxes and Insurance 921 
Carriage Outwards ....++--- 2460 
Cr. Balances— 
Sundry Creditors ....-- J... 34306 
4% Debentures A/c. ..--+-> 50000 


Reserve Fund ....--+-+-+: 
Leaseholds Depreciation Fund 1500 


Bales ..ccccccccenercosress 52980 
Purchases Returns ...--+++> 623 
Pp, & L. Ale. (31/12/18) ....- 9650 
Transfer Weed .5.-+++-+-++%* 100 
Interest on Investments .... 42() 


Bad & Doubtful Debts Res. 420 
5% Cumulative Pref. Shares 30000 
Ordinary Shareg A/c: «+--+ 60000 


> 


Answer.—Groes Profit £20907; Net Profit £5311; Bal. of — 
c : a 


P. & L. A/c. £13961; Total of B/S. £220007. : 

6. On Jan. 1, 1914, Excelsa Ltd., offered for subscription 500 
4% Debentures of £100 each, repayable in five years at par. 
The price of issue was 98, payable as to £10 per Debenture on 


application, and the balance on March 1, 1914. Applications — : 


were received for 600 Debentures, and 500 were duly allotted on 
Jan. 3,1914. The underwriting and costs of the issue amounted 
to £500. Give the entries whieh these transactions would 
necessitate, and show how the issue would appear in the Balance 
Sheet of the Company as on Dec. 31,1914. 7, Submit specimens 
of the “Receipts and Expenditure on Capital Account” and 
“General Balance Sheet” of a Railway Company. 


LONDON CHAMBER OF COMMERCE. (Senior, 1916.) 


1. During the year ended 31st Dec., 1915, the following 
transactions appeared in the books of Herriotts Ltd. State, in 
each case, where the item should appear in the published ‘a/es. 
of the Co. : (a) Land, forming part of the Co.’s Freehold property, 
was sold for £6800. (6) 50000 new Ord. Shares of £1 each 
were issued at a premium of 5/- per share. (c) Underwriting 
commission amounting to £1250 was paid for placing the new 
shares. (d) 100 Pref. Shares, upon which £50 had been paid, 
were forfeited. 

2. Rayon d’Or, Ltd., has a Cap. consisting of 100,000 Ord. 
Shares of £1 each, upon which 2/6 per share was paid upon 
application, and 7/6 on allotment. As Secretary to the Co., 
the Directors instruct you to take all the necessary steps to call 
up the balance due upon the shares. State briefly how you 
would proceed ; submit sketches of any special books or papers 
you would employ, and give the entries necessary to record the 
call in the books. 5 

3. State the considerations which would guide you in 
deciding whether any particular item should be regarded as of 
a “Capital” or of a “ Revenue ” nature, 

4, When preparing a/cs. for submission to the Surveyor of 
Tax, for Sch. D purposes, how should you deal with the items :— 
(a) Loss by fire (6) Int. received on deposit a/c. at the Bank. 
(c) Partners’ Salaries. (d) Premiums received on an issue of 
new shares, 

5. Digby & Co., Ltd., was formed on Ist Jan., 1912, with a 
Nominal Cap. of £20000, divided into 10000 Ord. Shares of £1 


and 200 Pref. were applied for and allotted, and, with the 
exception of 5/- per share on the Ord. Shares, were fully called 
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and paid up. In addition to the balances represented by the 
_ above transactions, the balances below appeared in the books of 


the Co. on 3lst Dec., 1915. Prepare Trading and P. & L. A/es., 


also B/S. for the year, after making the adjustments :—(a) 10% : 


Depreciation to be written off Plant, Machinery and Fixtures ; 
(6) Reserve for Bad Debts 2}% of the Sundry Debtors ; (c) 
Reservé proportion of Rates and Insurance paid in advance, 
viz. :—£17 10s. and £9 respectively ; (d) Materials, value £15, 
had been used in the manufacture of new fixtures during the 
year and the wages paid in connection therewith amounted to 
£9; (e) Balance of Preliminary Exs. A/c. to be written off 
(f) Stoek, 31st Dec., ee 16s. 4d. 


Fuel and Power ...... £96 14 9 | Purchases ~............£7614 15 2 
Stock (31/12/14) ...... 2919 16 10 | Sales Returns.......... 416 16 11 
Purchases Returns .... 314 12 9 | Sundry Creditors ...... 2177 13 10 
Carriage on Purchases 216 — 4) Pref. Div. (4 yr. ec. 

Sundry Debtors ...... 5824 13 4. Siu Bit 5 Sie Pema ayreearen 210 - == 
ONG atta ni attela yc, op-» 106S5 15 1 | Manufacturing Expenses 417 13 7 
EOEUPARCE 5 oso c0-0' -46 4 6| P. & L. A/c. (Credit Bal. 

Salaries ..... eeeaet ae 915 10 —- Dec. 31st, 1914)...... 852 4 
Discount Alc. (Debitbal.) 92 4 1 Travelling Exs.& Comm. 311 3 7 
Directors’ Fees ....... 250 -— — | Office Expenses ....... 276 12 2 
Plant, Machy. & Fixtures 3642 12 6 | Rent, Rates & Taxes... 317 15 2 
Bills Payable ........ 1012 7 1) Lighting & Heating .... 4219 - 
Preliminary Expenses 101 6 --| Cash at Bank ......... 1752 15 11 
Manufacturing Wages 1266 3 2 | Cashin hand ... .....0.0-« 192-1 
Carriage on Saies...... Poorer 


4 6 = 

Answer.—Gross Profit £2146 18 2; Net Loss SATIS 
Fotal of B/S. £17065 - 11. 

6. A Hartman & Co., whose head office is in London, are 
retail tobacconists. Branches have just been opened by the firm 
in Birmingham and Sheffield. You are asked to advise the 
partners as to the books and returns which are necessary to 
record the transactions between the Head Office and the 
Branches. Submit a short report containing your instructions 
to the firm’s book-keeper. 

7. The Carine Exploring Syndicate, Ltd., owning concessions 
covering a large area in South West Africa, floated a subsidiary 
company—the Ravary Mine, Ltd.—to acquire mining rights 
over a portion of its territory. The purchase price payable by 
the subsidiary company was £50000 in fully paid shares. All 
the expenses of the flotation (£2525) were to be repaid by the 
Ravary Miné in cash. How would you record these trans- 
actions in the books of the Carine Exploring Syndicate, Ltd. ? 


NATIONAL UNION of TEACHERS, (Advanced, 1903.) 


PART i. 1. State briefly what you mean by the system 
known as—(a) Double Entry Book-keeping. (b) Single Entry, 
and. (c) What are the chief advantages to be secured by the 
adoption of Double Entry? 2. What is a Joint Stock Co. ? In 
addition to the usual Financial Books of a Joint Stock Co., what 
other books are compulsory ? 3. What is the difference between 
a B/E. for £1000 payable 3 mos. from the date of acceptance, 
and an 1.0.U. for the same amount ? Give an example of the 
latter. 4% On the lst Jan., 1902, Thos. Urgent, of Manchester, 


draws on John Credit, of London, a 3 mos. B/E. for an amount — 


of his overdue a/c. £175, together with one year’s Int. at 5%. 
The Bill is accepted payable at the Bank of England, London. 

_ Give an example of the Bill and endorsement. 5, Thos. Urgent 
discounted at the Bank of England John Credit’s Bill, and he 
paid a discount of £3 15s. Show how the transactions appear 
in Thos. Urgent’s Cash Book. 6, . State briefly, in cases where 
a Joint Stock Co. goes into liquidation, what is the position of — 
(a) Ordinary Shareholder, (6) Debenture Holder. 7. At the 
end of the year a merchant finds his Credit balance as per Bank 
Pass Book to be £960, whilst his Credit balance as per Office 
Cash Book is only £800. Show by am example how you propose 
to adjust this. : 

PART II. Messrs. Smith & Jackson are partners in a 
manufacturing concern, sharing profits and losses in proportion 
to their respective Capitals as shown on Ist Jan., 1901; and 
receiving 5% int. on Cap. On 31st Dec., 1901, Stock was valued 
at £3600, and the following balances were extracted :—4, 
Depreciate the Plant 10%. 2. Make provisions for a new 
reserve of 5% for bad and doubtful debts. 3. Allow J ackson, 
the working partner, a salary of £500 in addition to his other 
interests in the firm. The Fire Insurance Prem. of £50 was 
paid out of Trade Exs. A/c. on 24th June, 1901, (6 mos. £25). 
Prepare a T/B., make the necessary closing entries, raise Trading, 


. P. & L. A/es. and B/S. 


a Rataaess; Dr. Balances continued— 
as 


aittesheicotinnecitnien £95 | Discounts ..4....<scc.s0,. £100 
DaNkacacteaio cde ace ee 0 Salaries & Wages .......... 250 
Wages ds. do So cccs cas tteeke 2119 Rent, Rates & Taxes ....... 175 
LOCK agains cuicom cee 2935 | Smith’s Drawing A/c. ...... 500 
Purchasessy, a. ciee sine ace eee 15320 | Jackson’s Drawing A/c. .... 300 
Sundry Debtors ........... 19750 
PDAITSS selaie «pluses. eos eats Cr. Balances— 
Bills Receivable............ 1500 | Smith’s Cap. (1st Jan., 1901) 10000 
Trade Expenses ........... 0 | Jackson’s Cap. do. 5000 
ldings anise cence 9219 | Sales ....... OSD Saas a 25838 
Bad Debtsoncso iss ee kee 350 Sundry Creditors .......... 13430 
Office Expenses ........... 15 Reserve for Bad Debts...... 500 
ANE Ohic cesta east cen emo 2300 | Bills Payable ............. 1850 
Answer.—Gross Profit £9064; Net £5321 10 — ; Capital : 


Smith £13547 134; Jackson £7223 168. Total of B/S. £36051 10. 
PART III. Thos. Jones having been adjudicated Bankrupt 
in 1902, the following Balances appear in his Books on the above 
date :—Cash in hand £20 ; Overdrawn at Bank £150; Stock-in- 
Trade (cost £800) estimated at £500 ; Machinery (cost £500) 
estimated at £400; Trade Fixtures (cost £300) estimated to 
produce £120; Book Debts, Good, £500 (estimated to produce 
£500) ; Doubtful, £250 (estimated to produce £100); Bad, £250; 
Unsecured Crs., £2500; Crs., fully secured (£500); estimated 
value of security, £600; Liabilities on Bills, £400 ; Creditors for 
half-year’s Rent, £50; Rates and Taxes (12 mos.) £10 ; Domestic 
Servant’s Wages (3 mos.) £30; Prepare Statement of Affairs for 
presentation to the first meeting of Creditors, 
Answer.— Deficiency £1400. 
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NATIONAL UNION of TEACHERS. (Advanced, 1904.) 

PART I. 4. Having been appointed Book-keeper to the 
Quick Trading Co., where a/cs. have been kept by what is des- 
cribed as Single Entry, you are requested to prepare a P. & L. 
A/c. and B/S. State clearly the methods you would adopt. 2. 
What entries would it be necessary to make in your books under 
the following circumstances :—(a) Hardup, who is your debtor 
for £500, files his petition. (6) Advertisements in the local 
papers to the effect that a Receiving Order has been made 
against him. (c) You receive an official communication to the 
effect that he has been adjudicated bankrupt. (d) First and 
final dividend of 7/6 in the £ declared and received by you. 
(e) How would you treat the balance of his a/c.? 3. Day, 
Month and Year arrange to become partners, each having a Cap. 
on the Ist Jan., 1903, of :—Day, £5000, Month £3500, Year, 
£2500. ‘The Partnership Agreement makes no provision for Int. 
on Drawings, but each partner is to be entitled to 5% int. on 
Cap., and Profits (or losses) are to be borne €qually. At the end 
of 12 months, during which period Year has advanced a further 
sum of £1000, the gross profits amounted to £3,000, and the 
Wages, Bad Debts, Rent, &c., £2500. The Partners’ Drawings 
have been as follows :—Day £100, Month £150, Year £180. Make 
out P. & L. and Cap. A/es. as on 31st Dec., 1903. 4. Briefly 
define the following :—(a) Nominal Cap. (6) Subscribed Cap. 
(c) Issued Cap. (d) Paid-up Cap. (e) Ordinary Shares. (f) 
Deferred Shares. (gy) Preference Shares. (h) Founders’ Shares. 
5. What do you understand by “Contingent Liabilities ”’ ? 
How are they treated in the B/S.? Name the principal items 
coming under this head. 6. State briefly the meaning of :— 
Royalties, Minimum Rent, Short Workings, or Redeemable 
Dead Rents. The Minimum Rent is £500, and the Royalty Rent 
for the-first year is £600, the second year £450, and the third 
year £800. Illustrate by Journal entries. ; 

PART Il. Prepare final A/cs. of John Combine, Steel 
Merchant, on 31st Dec., 1903. Stock valued at £3500. Bad 
Debts £400, A Reserve of 5% on Debtors must be maintained. 
Depreciate Plant 10%. Charge 5% on Capital. Combine 


introduced an extra £500 Capital on 1st December. 
pe beenece. Dr. Balances continued— 
C. 


pict VICE CT IO £9600 | Sundry Debtors ........... £8500 
WARES oes secs fe celeed pec 3200 | Office Expenses ....-+++e+e 500 
Railway Charges, &c. ...... 500 | Income Tax ..,---ssea+s ‘ 
PUTChASES ©. cs ce cee cess 42000 | Drawings as against Profits.. 500 
Interest on Overdraft ...... 20 
Bills Receivable...........- 600 | Cr. Balances— 
Rents, Rates, &. ......-.+- 200 | J. Combine, Capital ........ 5000 
Plant & Machinery ........ 2000 | Bills Payable .....+s++++++ 
Travelling Expenses ....... 500 | The Consolidated Bank ..... 4 
Repairs to Plant (aver. £100) 160 | Sales ........--00- aS eiataale 25000 
GUBERY etree sinig. tre sis clerseisicie ee 200 |. Reserve for Bad Debts...... 500 
Discount on Sales ......... 500-| Discount on Purchases ..... 400 
Returns, « .%. os cee cecc ces ee Sundry Creditors ......-+-- 2330 


100 
Answer.—Gross Profit £3600; Net £1087 18 4; Capital £5815. 
PART III. Arrange Combine’s A/c. for presentation to the 
Income Tax Commissioners. Answer.—Projit assessable £1425. 


NATIONAL UNION of TEACHERS. (Advanced, 1905.) 

PARTI. 4. What is meant by the Imprest System of Petty 
Cash ? What method would you adopt in small business con- 
cerns with reference to the Totals of Petty Cash? 2. What is 
meant by an Income and Expenditure A/c. ? Give an examy ‘a 
of the same, not more than six transactions ; also an example of 
a Receipts and Payments A/c. What is a Revenue Alert ae 


What is meant by :—(a) Floating Capital ; (6) Cumulative Pref- _ 


erence Shares ; (c) Fixed Capital; (d) Registered Debentures ; 
(e) Debentures to Bearer? 4 On Ist J an., 1902, your Reserve ~ 
A/e. has a credit bal. of £500, and on 31st Dec., 1902, £700 of. 
the Profit for the year is transferred to the same A/e. Draw up 
a Reserve A/c. incorporating these items, and show how you 
would deal with the bal. in the B/S. at the end of the year. If 
the bal. of the Reserve Fund were invested outside the business 
altogether, how would you show that amount in the B/S. Give 
anexample B/S. 5, At the time of balancing (31st Dec., 1903) 
your Banking A/c. has been written up and balanced, showing 
a Credit Balance of £500, but cheques passed for payment before 
that date, amounting to £250, have not been cleared. On 31st 


Dec., 1903, you had also received a cheque for £20, froma — 


customer, in settlement of his a/c., and although you had dealt 
with that amount through your office Cash Book, you had 
omitted to pay the same into your Banking A/c. Draw up a 
Reconciliation A/c., showing adjustments between your C.B. 
and Bank Pass Book. = : 

PART II. Prepare Trading, P. & L. A/es., and B/S. of John 
Goodwill & Co., on 30th J une, 1903, dividing the profits or losses ~ 
equally. Stock reckoned at selling price £3000, the cost being 
20% less than this amount. Stock of Packing Materials £20, 
Reserve 5% for Doubtful Debts and’ 10% for Discount on 
Debtors. Plant and Machy. was bought Ist July, 1900, for. 
£3000; its life is calculated to be 20 years, when it will be 
entirely replaced; allow for depreciation at such a rate as will 
reduce the book-value to nil by 1920. On Ist J une, 1903, one of 
the firm’s horses, valued at £50, died. Create a Reserve A/e. 
showing the old Reserve standing on the books, the bad debts 
written off for the period just ended, also new Reserve for the 
current period. = : 
Dr. Balances— | Dr. Balances continued— 

Pi Rent 


ant © Machinery“ ....< £8000)" Rent 00 eae ee £200 
Sundry Debtors WARER tance we ee eee 5000 
WASht sce os tn oe 0 Salaries yin eae 10 
Horses & Carts, Ist Jan. ... Travelling Expenses ...... 150 
Purchases Z 
Stock, Ist Jan., 1903 Cr. Balances— 


Horsekeep Sundry Creditors 
ALLlage Sass. ee Sales y cecne rata a eee 
Discounts for Cash .... Bank $5.5 255 
] Doubtful Debts Reserve 
Furniture Auditors’ Fees 
8.—Gross £6070; Net ; Cap. J.@. £3335 ; 
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NATIONAL UNION of TEACHERS, (Advanced, 1906.) 


PARTI. 4. The books of a retail tradesman have been kept 
on what is commonly called the Single Entry System. State 
what steps you would take to convert the method of book-keeping 
to the Double Entry System. 2, What do you understand by 
the term “‘ Goodwill’ as applied to book-keeping ? How. would 
you advise a trader to deal with the asset in his books ? 3. Give 
the meaning of not more than four of the following mercantile 


terms, namely :—(a) Charter Party, (0) Bill of Entry, (c) 


“* Average Clause”’ as applied to a Fire Insurance Contract, 
(d) Referee in case of need, (e) Sinking Fund, (f) Legal Tender. 
4, You are appointed Secretary to a business recently registered 
. as a Limited Liability Co., but the necessary A/cs. have not 
- been introduced. Give the names and short particulars of the 
statutory books which you would be required to keep. 5. 
Prepare a Statement for the Income Tax Commissioners from 
the following :—Gross Profits for the year are £6000, Rent £600, 
Salaries and Wages £800, Rates £50, Improvement of Premises 
£100, amount written off for Bad Debts £300, Income Tax £150. 
Trade Exs. £50. 6. The assets of a trader in the Grocery 
business on 31st Dec., 1902, as shown by his audited a/cs., were 
£6000, and his liabilities were £4000; he files his Petition in 
Bankruptcy on 30th September following, and he then estimated 
his deficiency to be £3000. You are requested to prepare pro 
formi Deficiency A/e. showing this deficiency. 


PART II. Prepare Trading, P. & L. A/cs. and B/S. of 
Messrs. Arthur Wilson and John Bookman, Cigarette Merchants, 
on 31st Dec., 1904, dividing profits equally. Stock £12896. 
Allow Int. on Partners’ Cap. at 5% from Ist July, 1904. Write 
off half of Macmillan’s Dishonoured Bill. Reserve 5% on 
Sundry Debtors. 


| Dr. Balances continued-— 


Dr. Balances— t : 
Insurances, &c.(including Pre- 


Wilson’s Drawings, including 


Unterest 0.600. s 0 ce essen £640 mium of £30 per ann., paid 
Bookman’s do. do. 410 to end of March, 1905) .... £40 
Bills Receivable..........+. DGC si CUBR: aaleccuie wars s eerie se 53 

- | Plant & Machinery ........ 2880 | Bank .....seeeessceeeceee 1897 
~Sundry Drs. (including John Repairs & Renewals ......- 337 
Macmillan, for dishonoured Interest & Discount ........ 587 
PLDT S100)" 2 ccc cs ees acne 6200 | Bad Debts ..........++---- 362 
Wages, Manufacturing ..... 4097 | Fixtures & Tittings......... 897 
MP OGUTH Sos nels wevagisn cue nests 278 
Purchases (including Govern- Cr. Balances— | 

taent Duty) .... see ees. 25659 | . A. Wilson, Capital A/c. ..... 7250 

Rent, Rates & Taxes . RS 5 J. Bookman, Capital A/e.... 4685 

Gktereiel een ecaidies's Doan Aes vieccccvs evens kes 2000 
Salaries & Wages Sales .....sesceeeeeeceeces 35643 
Travelling Expenses . a _ Commission .....+++eeeeee 564 
Expenses of Licenses ....... 58 Sundry Creditors ........+- 5963 


Answer.—Gross Profit £9537 ; Net £6276 12 6; Capital A.W. 
£9929 11 33 J.B. £7530 89. Total B/S. £25423. 


NATIONAL UNION of TEACHERS. (Advanced, 1907.) 
PARTI. 4. (a) A Bill for £105 is drawn at six months from — 
the Ist Oct., 1906, by Smith on Rhodes and accepted by the 
latter payable at Parr’s Bank. What Stamp Duty does this Bill - 
require, and when is it due for payment ? (b) On the 11th Dec., 
1906, Smith discounts the Bill with Hirst, and receives £100 | 
cash. (c) The Bill is dishonoured-on maturity, but is taken up 
by Smith on the 7th April, 1907. Show by means of the Journal 
the entries to record the transactions (a), (b), and (c)—in Smith’s 
books. 3 

_2, Give the meanings of the following terms, namely :—Lien, 
Accommodation Bill, Gilt-edged Securities, Statute of Limita- 
tions, Manifest, Secret Reserves. 3./ State the chief difference 
between Books kept in an ordinary Partnership and those kept 
in the case of Limited Liability Companies. 4. What is the 
difference between a T.B. and a B/S. ? The Dr. Balance of a 
Personal A/c. amounting to £250 has been carried to the 
Revenue A/c. in error. How will this affect (a) the T.B. and 
(6) the B/S.? 5, Explain what is meant by the following :— 
(a) Reconciliation Statement. (b) Lease Redemption A/c. (c) 
Deferred Shares. (d) Rebate A/c. 6. What is the difference 
between :—(a) Consignment. (b) Joint Adventure ? How would 
you deal with the Consignments not completed at the date of 
balancing ? : 

PART II. | Prepare Trading, P. & L. A/es. and B/S. of 
Brownson & Co., Ltd., whose nominal capital consists of 8000 
shares of £1 each, and 15s. per share has been called up, all of 
which have been issued, but 80 shares were forfeited on the Ist 
Feb., 1905. On the 31st March, 1906, the Ledger Balances were 
as below. Stock £2456 ; Wages (unpaid), £50 ; Interest on Bank 
Overdraft £36. Bring up the Bad Debts Reserve A/c. to 5% 
on Sundry Debtors. Also provide £60 for Depreciation of Plant 
and Machinery. « On the Ist April, 1904, it was decided to 
spread the Preliminary Exs. over a period of six years; the 
amount originally was £600. 


Dr. Balances— Dr. Balances continued—. 

Bad Debta.c tani sascmets 20 Purchases “5.535% vos aes 0 Gece £1525 
Cashes sc cses ae 95 Carrlage.: 5. nse eee 250 
Stock (ist April, , Travelling Expenses ....... 
Horses, Carts, Rates, &c., forthe half-year 
Preliminary Expenses ended 30th Sept., 1905.... 50 
Discounts siseohensterctals Cr. Balances— : 

Bills Receivable lapital paid up ........... 5940 
Plant & Machinery Bills Payables Sou. onset 1000 
Interm Dividend Sundry Creditors .......... 2079 
Premises A/O> Siac. pea ae Bad Debts Reserve ........ 120 
Salaries oe sence canes ARORCPVOSA/ Chose sas rains dane 500 
Sundry Debtors Bank ihn acne eee 900. 

irectors’ Fees . Forfeited Shares A/c. ...... 10 

Furniture & Fittings 


P.&L.A/c.,Appropriation A/c. 100 
less ceca ee 11568 


€ : for submission to his 
creditors, assumimg that the Stock, Doubtful Debts, and fixtures 


ey Sel Nea CARP RE A  e I fal iret oe a WR eg DRE 9 leche 


t 
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Fa Se RN alae eee bine et: 


will realise 50% of the value mentioned. Good Book Debts 
£3872 ; Doubtful £1500; Bad £2500; Unsecured Crs. £7278 ; 
Bills Payable £1200 ; Stock £1200 ; Fixtures, &c., £300; Partly 
Secured Crs. £872; Estimated Value of Securities £550; Cash 
at Bank £150; Preferential Crs. £267; Crs. Fully Secured 
(Estimated Value of Securities £2500) £2200. ~ 


NATIONAL UNION of TEACHERS. (Advanced, 1908.) 


PARTI. 1, Explain briefly and comment upon some system 
of Departmental A/cs. with which you are familiar. 2. Give 
definitions of, and differentiate, the following well-known terms : 
(a) Reserve ; (6) Reserve Fund ; and (c) Sinking Fund. - Th the 
‘case of a Limited Company, what would guide you in deciding 
as to whether an amount was a Reserve or a Reserve Fund? 3. 
What do you understand by the following terms :—(a) Floating 
Assets; (b) Fixed Assets; (c) Preliminary Exs., and how dealt 
with ; (d) Self-Balancing Ledgers; (e) Watering of Stock; (/f) 
Allonge? 4. . (a) What undertakings, in general, keep their 
A/es. upon the Double Account System ? (6) What is the prin- 
cipal, if not the sole, reason for employing this form of a/os.? 5. 
Show the Ledger ‘entries to describe the following :—(a) 1905. 
Jan. 1. Bad Debts Reserve of £860 standing on the books. (6) 
1905, Dec.31. Total of Bad Debts A/c. £1000.. (c) 1905. Dec. 


$1. Adjust the Reserve A/c. so that it may show a Reserve of 


74% on the Book Debts, which are £15000. (d) Assuming that 
business has been continued for another twelve months, 7.e., up 
to 31st Dec., 1906, the Bad Debts are then £1100. Adjust the 
reserve, so that it may show a reserve of 74%, on the amount of 
Book Debts, which are then found to be £12674. 6. Show by 
Ledger entries only what the-total amount of an Investment A/c. 
would be at the end of six years’ Compound Interest (yearly) 
24%—neglect fractions of a penny. The amount invested yearly 
is £260. 7. ‘There is a distinct difference when dealing with 
depreciation in Double A/cs., as compared with the Single A/c. 
System. How is depreciation dealt with in the former ? 
PART II. Water A/es. (Municipal). 8. How would you 
deal with the following transactions in the books relating to a 
Municipal Water Works ? Your answers may take the form of 
Journal entries. (1) The borrowing of £10000 from the Atlas 
Assurance Co., at 4% int., repayable by equal annual instal- 
ments of principal in 20 years with int., half-yearly on the bal. 
outstanding. (2) The payment of the first year’s instalment of 
principal. (3) The payment of six mos’. int. (less income tax at 
1/- in the £) on the bal. outstanding after payment of the first 
year’s instalment of principal. Income tax paid to Commis- 
sioners in the usual way. (4) The payment to Stone’s & Co., 
Contractors, of a sum of £500 (less 20% retention money) in 
respect of a contract for laying water mains. (5) The purchase 
of sundry materials worth £76 9 6 from S. Johnson & Co. (6) 
Payment to 8. Johnson & Co. of the above amount. (7) The 
using of £15 worth of the above materials for repairs of mains. 


e 


10 for gas consumed. (6b) The receipt of same in cash from 
sundry persons, less 5% dis. (c) The sale of 20 tons 5 cwts. of 
coke at 6/8 per ton to John Smith on credit. (d) The receipt of 
£5 on a/c. of above from John Smith. (e) The purchase of gas 
fittings worth £125 from “‘ A.B.” Company on ‘sale or return.” 
(f) The return of £20 worth of fittings to the “ A.B.” Company 


10. From the following balances (shown by the books of the 
Universal Jewellery Co., Ltd., on the 31st Dec., 1905), prepare 
Trading, P. & L. A/cs. and B/S. Value of Stock 31st Dec., 
1905, £120550. Adjustments necessary before closing the a/es. : 
(4) Depreciation to be written off Plant and Machinery at the 
rate of 74% per ann., off Patents at 15% per ann., and Premises 
5%. (0) Provision for Bad and Doubtful Debts 5%. By reason 
of losses application was made for leave to reduce the capital by 
£50000. Show by Journal entry how this would be effected. 


Dr. Salances— Dr. Balances continued— 
WP ULGWUSES thes neni onacee £569842 | Rates & Taxes ........... £1578. 
Stock, Ist Jan., 1905 ...... 65892 Debtors ee 5175 
Patents, Unexpired........ 1560 | Sundry Office Expenses ... 275 
Freehold Premises, ist Jan., P. & L. A/c. (loss from pre- 
OD a as a errant a 1026 VIOUS Yar) 5. Seon ee 7050 
Wages (remunerative) ..... 25090 | Gr. Balances— 

Do. (unremunerative)... 2060 |} Bank Overdraft .......... S060 
Unpaid Calls A/c. ......... 200 | Bills Payable ............ 80900 
Cash (Office).............. 125 | Share Capital A/e..:+...... 150000 — 
Bad- Debts = se052.. 35... 476 Unclaimed Dividends ..... 106 - 
Repairs to Building .,..... 56 Bad Debts Reserve ....... 150 
Interest on Overdraft ..... 260 Sundry Creditors ......... 9086 
Plant & Machinery .,..... 10140 Outward Returns ......... 1500 
Salaries & Directors’ Fees.. 3400 | Sales......-.005 0002000, 504203 
Bills Receivable........... 6060 Rents from Property ...... 260 


Answer.—Gross Loss £34571 ; Net Loss £43770 11; Total B/S. 
£197952. 


PART III. Prepare the Income and Expenditure A/c. of the 
Carlton Club for the year ended 31st Dec., 1907. Rent, Ratés 
and Taxes (not paid) £50; Fuel and Gas £40 ; Caretaker’s Wages 
£68 ; Printing and Stationery £30 ; Repairs £12; Salaries £100. 
Subscriptions due or accrued £200; Donations £50; Billiard 
Room £60; Refreshment Room £100; Sundry hiring £20. 


Answer.— Balance, being Net Profit, £130. 


NATIONAL UNION of TEACHERS, (Advanced, 1909.) 

PART I. 4. On account of heavy losses the Directors of a 
Limited Co. obtain power to reduce the Cap. from 100000 shares 
of £1 each, 10/- per share paid up, to 100000 shares of 5/- each 
fully paid. State what entries in the financial books are 
necessary to give effect to this. 2, Explain :—Assignee, Bond 
to Bearer, Cheap Money, Corpus, Drawback, Lloyd’s Bond: 3, 
The Golden Hill Co., Ltd., has a balance of £18000 to the credit 
of P. & L. A/e., on 31st Dec., 1908. On Ist Feb., 1909, it was 
resolved to appropriate the amount as follows :—£3600 to Reserve 
Fund. Dividend of 10% (less Income Tax, ls. in the £) on 


Gas Accounts. 9. Open and post up Ledger A/es. recording 
the following :—(a) The charging of sundry customers with £320 ; 


oy 


wy? 
T 


10000 Pref. Shares of £5 each fully paid. Dividend of 15% 
(free of Income Tax) on 10000 Ord. Shares of £5 each, fully paid, 
and carry the balance forward. Make out (1) P. & L. Appropri- 
ation Aje., (2) Dividend A/e., (3) Income Tax A/e., and (4) 
Reserve Fund A/e. 4 On Ist Jan., 1909, the Directors of a 
Company pass a resolution forfeiting 100 Ord. Shares of £1 each, 
upon which a depoist of 2s. 6d. per share has been paid, but 
upon which 7s. 6d. due on allotment and a further call of 6s. per 
share remain unpaid. On the same day they re-issue the shares 
to James Brown, credited with 15s. per share paid up for £70. 
Show in Journal the entries in the financial books of the Co. 


PART II. Make out from the following T.B. as on 31st Dec., 
1908, of the Trent Valley Water Co., (1) Capital A/e., (2) 
Revenue A/c., (3) Net Revenue A/c., (4) Reserve Fund A/c., 
(5) General B/S. The Reserve Fund is to be raised to £500, 
and National War Loan Stock increased to a like amount at 
par, to be known in future as Reserve Fund Investments. 


Dr. Balances— Dr. Balances continued— 

Expended on P’chase of Land £3000 Repairs to Mains .......... £220 
Do. Construction of Works 102330 General Repairs............ 155 
Do. Mains and Service Directors’ Fees ..........04 400 

PENG 5 edie: oseate 2 11920 Auditors’ Fees ..........., 50 
DO. Meberseiiics oc ccs ea 1050 | Rates and Taxes ......... . 2500 
Do. Parliamentary Exs. 2000 Tnt. on Deb. Stock to date .. 1000 

Sundry Debtors ......... : 48 Div. on Pref. Shares to date 1200 

Debtors for Water Rates due 1242 Interim Div.Ordy.Shs.,1/8/08 3000 

Stores Onhand’o. 5... ass 340 | Cr. Balances— 

Investments—National War 60000 Ord. Shares £1 each .. 60000 

Stock; at par 3. oc. 250 | 20000 Pref. Shares £1 each 6% 20000 
Wash inmvhands. 2s 2i<4cavcs. 60 Debenture Stock, 5% ...... 20000 
GCashiat Bank oc. <.cc.eass 3353 Premiums on Shares ....... 20000 

MNATICS: co eieias Weel x oo ale 600 | Sundry Creditors ....:..... 841 

PEAR Se os os cae oesoe~s 50 | Reserve Fund .. oe 258 

Incidental Expenses ...... 37 | Water Rents ... 14667 

Maintenance of Pumping General Rents... ee 01518) 

PROAMOUS ae cise cards e. 1705 Transfer Fees ...... ‘ 24 
Maintenance of Reservoirs. . 500 | Unclaimed Dividends ...... 20 

Do. Filter Beds 150 Bal. Net Revenue A/c., 1/1/08 1000 ~ 


Answer.—Cap. Bal., £300 ; Revenue Bal., £7674; Net Revenue 
Bal., £4232 ; Total B/S., £5593. 

PART III. Prepare Statement of Affairs and Deficiency A/c. 
as on 31st Dec., 1908, of Black & White. Cash in hand, £200. 


_ Book Debts :—Good, £2000; Doubtful, £300 (estimated to 


produce £100); Bad, £500. Stock-in-trade valued at £1900. 
Freehold Property cost £3000, estimated to produce £2500; this 
property is assigned to creditors for £2300. Shares held £150, 
these are given as security for a-debt of £400. Creditors :—, 
Unsecured on open A/c., £5000 ; on Bills payable, £1000. Partly 
secured by shares, £400. Fully secured on Freehold Property, 
£2300. Preferable claims for Taxes, Wages and Salaries, £100. 
Black’s drawings, £2000; White’s drawings, £2850. The busi- 
ness commenced on Ist Jan., 1906. Black put into it £2500, 
and White £2900. The first year showed a profit of £3000, but 
the next two years showed a loss of £4300. No provision was 
made for Bad Debts. Answer.—Deficiency, £1950. 


NATIONAL UNION of TEACHERS. (Advanced, 1910.) 

4. The! following balances composed the B/S. of John Brown, 
Ltd. :—Cash £6000, B/R. £1200, Sundry Debtors £2500, Stock 
£5000, Capital £10000, B/P. £800, Sundry Creditors £1400, 
Divisible Profit £2500. It was resolved to start a Reserve Fund 
with such an amount of the Balance of Profit as would, when 
invested, purchase £1500 Consols at 85 (charges neglected). Give 
the Journal entries to effect this; set out the Ledger A/cs. for 
Investments, Reserve Fund, P. & L.; also draw up a new B/S. 
showing these changes. 2. The Timbuctoo Railway Co. issued 


its prospectus on Ist Jan., 1910, inviting applications for 200,000 | 
-shares of £5 each, payable £1 per share on application, £1 on ~ 


allotment on 10th Jan., and £3 on Ist March. In addition there 
was an issue of £1,000,000 3% Redeemable Debentures, payable 
as to 5% upon application, and 95% on 31st Jan. The whole of 
the issues were applied for and the cash duly received, with the 
exception that, on 25th March, the directors resolved that the 
10 shares upon which application and allotment money had been 
paid should be forfeited for non-payment of the call of £3 per 
share on Ist March. Give the Journal entries for the above, 
omitting cash. 3. A colliery is worked under a lease granted 
by the Lord of the Manor at a royalty of 6d. per ton, but with a 
minimum annual rent of £1200, with power to recoup short 


. workings. During the first year 40000 tons are raised ; second 


year, 44000 tons; third year, 52000 tons; fourth year, 50000 
tons. Make out Ledger A/cs. for Royalties, Lord of the Manor, 
and Overpaid Royalties; and say how you would show the 
balance of Overpaid Royalties when making up the a/cs. 

4. From the following figures relating to the Devonshire Life 
Assurance Co., compile its Revenue A/c. and B/S. for the year 
ending 3lst Dec., 1910, in the prescribed form. Shareholders’ 
Capital, £250,000 in 2500 shares of £100 each, with £10 paid 
up on each. : 

Shareholders’ undivided Profits £33786 ; Life Assurance 

Fund on Ist Jan., 1909, ineluding paid-up Cap. and 

undivided. Profita © 3.50... kt see ctor en eee £1825412 
Claims by death £93067 ; Claims matured by survivance 47466 
Surrenders £8636 ; Commission £8224; Premiums ... 134872 


Interest, Dividends, and Rents received ............. 72563 
Management Exs. £25860; Dividends to Shareholders 3265 
Fines and Fees £201; Income Tax...... ee ean ap caeese aR 3525 
Written off Securities upon Re-valuation ............ 17089 


Mortgages in U.K. £172332 ; Loans on Co.’s Policies. . 90152 
"Freehold Ground Rents £1218310-; Claims admitted but 
not paid £5846 ; Claims announced—not admitted 22846 
Colonial Government Securities £147259; Rly. Shares 74145 
House Property £105292; Agents’ Bals. Outstanding 19976 
Outstanding Interest and Rents receivable .......... 16968 
Outstanding Prems.—Head Office £1465 ; Sundry Crs. 142 
Cash in hand and at Bank £5994 ; Furniture & Fittings 2857 
Answer.—Total Revenue A/c. £1974262; Total of B/S. £1854750. 
5. The following are the balances of the Great Southern Rail- 
way for the half-year ending 31st Dec., 1909. Make out in the 
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paeapribes form :-~(1) ya 3 (2) Revenue A/c. ; (3) Not 


_ Ordinary Stock £5192500; 4% Preference Stock ..;..£2702711 
Debenture Stock £1526258 ; Premiums received ..... 55653 
Expended upon lines open for traffic to 30th J une, 1909 9181704 
Expended on the above during current half-year ..... 44304 

_ _Expended upon Working Stock to 20th June, 1909 .. 616961 
Expended upon Working Stock during current half-yr, 654 
Expended upon Maintenance of Way, Stations, &e. .. 38373 
Expended upon Locomotive Power ................. 93008 
Expended upon Carriage and Wagon Repairs ........ 14858 
Expended upon : Traffic Exs. £61098; General Charges ~ 13342 
Expended upon Dock and Harbour Exs. and Repairs. . 9371 


Expended upon : Shipping Exs. £18199; Law charges 2697 
Expended upon : Parliamtry. Exs. £3834 ; Compensation 354 


LEE A ee A o.--- $1060 
Expended upon Government Duty.................. 395 
Receipts from Parcels, Carriages and Horses ......... 9578 
Receipts from: Passengers £106401; Mails ......... “2641 
Receipts from : Merchandise £43508 ; Minerals £280448 ; 1 a 

{SIT TT ay CTE ge ae Bee ore pieisie axeaan's kere ciateats scien 19355 i 
Receipts from : Docks and Harbours £39501 3 Rents.. - 3977 
Interest on Debenture Stock .:............0cceeese 22894 
Rents payable on Leased Lines, Guarantees, &¢....... 31876 
Balance to Credit of Net Revenue A/c., 30/6/09 ....... 62666 
General Interest A/c.—Credit Balance .............. 290 
Som id hand and st-Gank .. 62. sccce reece ceccs cv. 45528 
General Stores—Stock on hand .............e.e0005 39363 
Traffic A/es. due to the Company ...............00- 73658 
Amounts due from other Companies ................ 12356 
Amounts due from Post Office £1446; Sundry Debtors 25103 
Unpaid Dividends and Interest .................205 2612 
Debts due to other Companies .............0c0ce000 59730 
Amount due to the Clearing House ................. 12417 
Sundry Creditors and Suspense A/ces. .........../... 198806 
Fire Insurance Fund £23945; Reserve Fund ...... «. 22419 

_ Employés’ Savings Bank Deposits .............2..0 17467 


Answer.—Capital A/c. Balance £366501; Revenue A /c. Balance 
£218373 ; Net Revenue A/c. Balance £226559 ; Total B/S. £563955 


NATIONAL UNION of TEACHERS, (Advanced, 1211.) 

1. Give e ruling suitable for a combined Register of Mem- 
bers and Share Ledger. 2.. Illustrate the sectional system of 
self-balancing Ledgers by posting direct from the exercise in the 
Elementary stage of this examination all the items necessary to 
form a complete Sales Ledger, render it self-balancing, and take 
out a Trial Balance. 3. Black & White are equal partners, and 
their B/S. stands as follows.:—Assets: Cash, £400; Debtors, 
£2000 ; Stock, £1500; Machinery, £2000. Liabilities : Creditors, 
£1800 ; Black’s Cap., £2900 ; White’s Cap., £1200. They decide 
to dissolve partnership, and the assets realise the following 


696 


amounts :—Debtors, £1880; Stock, £1200; Machinery, £1800. 
They receive £100 as Discounts from Creditors, and the expenses 
of Realisation are £230. Prepare a/es. showing result of winding } 


“3 up. ee 
E 4. The figures given below relate to the Cornwall Colliery 
ee Co. for the year ending 31st Dec., 1910. Prepare Capital A/e. 


and General B/S. on the Double Account System, and then. 
exhibit the same figures in a B/S. on the Single Account System. 
Nominal Cap. £250000. 

110000 Ordy. Shares of £1 each 


Office Buildings ............ £3000 


Vaid serae-c ol dtacetvelecere £110000 | Workmen’s Cottages. . See OOD 
60000 6% Pref. Shares of £1 Depreciation Fund .......... 20000 
each fully paid.. -. 60000 | Reserve Fund ........ Civiersiote 15900 ~ 
Debentures 5% is . 80000 | Balance to Credit of P. & L. 
~ Bills Payable ... 6000 Be sei SP -. 25000 - 
Sundry Creditors . 9000 | Stock on hand 12000 
Lands Acquired .. 8500 | Investments ...... -» 17000 
Shaft Sinking, &c.. . 111000:| Sundry Debtors ... «+e. 35000 
Plant & Machinery 35000 | Cash in hand and at’ Bank ... 30000 
WiaSOnss oo sos celctomeeneoule 18500 | Short Workings A/e......... - 1000 


: The above figures include an issue of 10000 Pref. Shares during 
3 the year 1910; and the following amounts were also spent 
during the same period :—Shaft Sinking, £6000; Machinery, 
£5000; Wagons, £3000; Workmen’s Cottages, £1000. . : 
5. From the following make out Trading A/c., P. & L. A/e. 
~and B/S. for the Motor Manufacturing Co., Ltd., for the year 
ending 31st Dec., 1910. Nominal Cap. 80000 Sharés of £1 each. 
Write off the whole of Preliminary Expenses and depreciate - 
Plant and Machinery, Office Furniture, Patterns & Patents at a 
uniform rate of 73% per ann. Add £2000 to the Sinking Fund 
for redemption of Debentures, and leave the reserve for Bad and 
doubtful Debts at 5% on Sundry Debtors. Stock at the above 
date, £10087. : 


Dr. Balances— Dr. Balances continued— 
@Oalls-in arrear; < s2..s.c68< £1000 | Directors’ Fees ........ eve 2020 
Freehold Premises......... 18000 | Royalties paid ........... 450 
Plant & Machinery ....... 20000 ad Debts ............ Aide 150 
Interim Dividend paid .... 2000 ebenture Interest ...... - 1000 
Stock, 31st Dec., 1909 ..... 18750 
Office Furniture..... ira tontiere 625 | Or. Balances— i 
Patterns. 3ciciom ages 6250 | Subscribed Capital 60000 ; 
SPALEN Uline oe eeieateaiete arenes 3750 Shares of £1 each fully paid 60000- 
Goodwill’ = sees welsamoes 12000 Debentures, 5 per cent. .... 20000 
Sundry Debtors ......... . 387500 | Sundry Creditors ......... 16800 
Cash:in handes2 Ses cess ciace 150 Balance to Cr. of P. & L., 1st 
Cash at Bank—Current A/c. 3000 JAN. 1 O10 5 oa cis aslo 896 
Cash at Bank on Deposit... 12000} Bills Payable ............ 15500 
PRULCDASESS:; evs cscteints eda 6210074 Sales. ovis snule® omens bie *.. 122000 
Preliminary Expenses ..... 400 | Discounts received ....... + 1780 
Sinking Fund Investment 8000 Interest on Bank Deposit .. 300 
Manufacturing Wages ..... 30000 | Reserve for Bad & Doubtful 
pone & Renewals ...... Pane ebtsi casio semaine aie « 2250 
OM Meerarcistessiots eererageb acetate 25 Sinking Fund for Redemptio 
Gas'& Water os. sce s a 175 of Debentures ....; cae ae 
Rates, Taxes & Insurance.. 1250] This is represented by In- 
Office Salaries .......... AD 1006 vestments, and there is one 
Travelling Expenses ; 1325 year’s int. at 34% per ann. 
General Expenses ... 475 due, but unpaid, at the date 
Discounts allowed ........ 2120 of making up these accounts 


Answer.—Gross Profit, £21237; Bal. 
2s, 6d.; Total of B/S. £127470 2s. 6d. 


for distribution, £5890 
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NATIONAL UNION of TEACHERS. (Advanced, 1912.) 
4. Give the meanings of :—Donatio mortis caus4; Table A 3 
post obit bond; restrictive endorsement ; limited partner ; 
capitalised profits.  — 

2. From the following figures taken from the books of the 
Camberwell Banking Co., Ltd., you are requested to draft as at 
31st Dec., 1911, (a) a T.B., (6) a B/S., (c) a P. & L. A/e.; and 
then append, as Auditor, your certificate for publication and 
‘presentation to the Shareholders. Current and Deposit A/cs., 
£7,731,450 ; Acceptances on behalf of Customers, £1,200,000 ; 
Capital subscribed 50,000 shares of £40 each, £25 per share paid, 
£1,250,000 ; Reserve Fund (invested in Consols) £600,000 sede 
_ L. A/e. bal. to Cr. 1st Jan., 1911, £15,300; Int. accrued and 

paid £25,500; Current Exs., Salaries, Rent, &c., £71,250; amt. 
added to Staff Retirement Fund £3000; Premises A/c., amt. 
written off £22,500; Gross Profit for year, after providing for 
Bad and Doubtful Debts £244,500; Cash in hand and at Bank 
of England £1,584,750; Money at Call and Short ‘Notice 
£274,250; Consols (Reserve Fund) £600,000; Consols and 
' Securities guaranteed by British Government £825,000; Colonial 
_ & Railway Stocks £637,500; English Corporation Stocks, 
£235,500; Bills discounted £379,500; Loans and Advances 
£4,665,000 ; Bank Premises, Furniture, &e., £337,500; Free- 


hold and Leasehold Properties £180,000. Answer.—Total of 


7'.B. £11041250 ; Profit £122250; Total of B/S. £10919000. 

8. Black & White have been in business together for three 
years ending 3lst Dec., 1910, at which date they agree to 
dissolve partnership. Black takes over the business, and agrees 
to pay White £1800 for his share of the Goodwill. Black has 

_ drawn out £500 each year, and White £650 each year. Black’s 
Cap. at the start was £3000 and White’s £4000. ‘The profits of 
each year were £1000, £1200, and £1350 respectively. There 
was no deed of partnership and no arrangement as to int. on 
Cap. Draft Cap. A/es. (in White’s show the amt. he will receive 
on going out), P. & L. A/c. in Black & White’s books, and 
Goodwill A/c. in Black’s books, 

%. John Brown’s B/S. showed the following Assets and 
Liabilities :—Freehold Premises £75,000; Stock £50,000 ; Sundry 
Debtors £35,000; Patent Rights £10,000; Cash at Bank £3000; 
Sundry Crs. £22,000; B/P. £3000. Tho Universal Machinery 
Co. was formed to purchase the business for the sum of £170,000, 
payable as to £50,000 in Ordy. Shares, £50,000 in Pref. Shares, 

~ £50,000 in 4% Debentures, and the balance in cash, the Co. 
agreeing to take over the Liabilities and Assets of J. Brown, 
with the exception of the Bank balance. The Registered Cap. 
of the Co. was £200,000 divided into 100,000 Ord. Shares of £1 
each, and 100,000 Pref. Shares of £1 each. The balance of 
these Shares were issued for subscription by the public, payable 
5s. per share upon application, 5s. per share on allotment, 
and 10s. per share one month after allotment. The Ord. Shares 
were over-subscribed by 2,000 Shares, the Pref. Shares were 
fully subscribed, and, including the Vendor’s, both classes and 
the Debentures were duly allotted on Ist Feb., 1910. By 31st 

_ May all Cash had been received, except the amounts due on 


Be 


698 ae 
allotment and Call A/cs. with respect to 100 Ordy. Shares and 
80 Pref. Shares} The Directors had paid the Vendor the Cash 
due to him; also £2500 on account of Preliminary Exs., and 
declared forfeited the shares upon which allotment and call 
money were in arrear, Give the Journal and Cash Book entries 


which should appear for the above transactions and the Ledger 


A/c. for Forfeited Shares. 

5. John Jenkins died on Ist March, 1910, leaving the follow- 
ing estate :—Cash in the house £50; Cash on deposit at Bank 
£2500 ; Cash on Current A/e. £275 ; Household Furniture £1000 3 
Mortgage at 5% of Freehold Premises to secure £2400, 6 mos. 
Int. being due on. 1st May, 1910; £3000 Russian 4% Consoli- 
dated Railroad Bonds valued at 96. A quarter’s Int. is due on 


1st Apr., 1910, and another quarter on Ist July, 1910. Debts~ 


due to the Testator £900. Life Policies and Bonuses £3000. 
Sundry Creditors £95. The son was to have an immediate 
Legacy of £1000 (Duty 1%), which was promptly paid, the 
residue being left to the widow absolutely, Funeral Expenses 
amounted to £70, Testamentary Expenses to £550, and: Estate 
Duty may be taken at £645. By 31st July, the Life Assurance 
money had been received, also all Int. due on Investments, and 
£820 from Debtors, the balance being irrecoverable. Write up 
the books as at that date, taking no account of Income-Tax or 
Int. on Bank Deposit. It will be sufficient to make out (a) 
Estate A/c., (b) Cash A/c., (c) Mortgage A/c., (d) Russian Bonds 
A/e., (e) Income A/c., and (f) Balance Sheet.. 
NATIONAL UNION of TEACHERS. (Advanced, 1913.) 

1. How would you verify, as Auditor, the following assets :— 
(a) “ths 8.8. Timbuctoo ; (6) Freehold Property ; (c) Consols ; 
(d) 10 hhds. brandy at the docks ; (e) Bills Receivable ; (f) Patent 
Rights. 2. P, Q and R are equal partners who decide to 
dissolve partnership. After realisation of their estate, affairs 
stood thus :—Liabilities :—Capital: BP, . £3000; Q, £2000. 
Assets :—Cash, £3000; R. Overdraft, £500 ; Deficiency £1500. 

t. being insolvent and unable to contribute anything, make the 
final adjustment between P and Q. 

3. X, Y, Z & Co. filed their petition in bankruptcy on 31st 
Dec., 1912. Having obtained the following information from 
their books, prepare in the usual form a Statement of Affairs and 
a Deficiency A/c. Cash in hand £33 ; Cash at Bank £275 ; Stock- 
in-Trade cost £1430, estimated to realise £1045; Customer’s 
A/es.—Good £4400; Doubtful £715, estimated to realise £1 10; 
Bad £1320; Machinery, &c. cost £3300, will probably fetch 
£1100; Freehold Property cost £13200, valued at £9900; this 
property is mortgaged for £7700; Investments at cost, £1650 ; 
market value, £1100 ; these are held as part security by creditors 
_ for £1430. Contingent liabilities on bills discounted £7000, of 

which £1650 are expected to rank. Unsecured Creditors :— 


Ist Jan., 1910, witha capital of £6000 in cash. The profits have 
been, Ist year £5300, 2nd £3000, 38rd £3212. The partner’s 
drawings were, Ist year £2200, 2nd £5500, 3rd £3850. 

Ang wer,~—-Defisiency £4048, Total of Statement, £12980, 


a 


a edn eae Pee et ent ee ae 


’ 
Sl ei Wilt: pl, 


4. From the following figures make out the Revenue A/c..and 
B/S. of the Commonweal Life Assurance Co. for the year ended 
31st Dec., 1912 :—Funds at beginning of year £5,744,148, this . 
amt. includes Shareholders’ paid-up Cap. £87,500, and Invest- 
ment Res. Fund £40,000; Premiums (less Re-assurances) 
£355,674 ; Consideration for Annuities Granted £11,338 ; Interest 
& Dividends £223,535; Fines for Revivals of Policies £358 ; 
Claims announced but not paid £76,135 ; Annuities due but not 
applied for £427; Bank Loan £50,000; Premiums paid in 
advance £575; Claims by death £337,955; Claims by surviv- 
ance £32,226; Surrenders £37,303; Annuities £38,688; Com- 
mission £11,417; Expenses of Management £43,770; Interest 
and Dividends to Shareholders £9878 ; Bonuses in reduction of 


Premiums £11,156; Income Tax £8,594; Mortgages in United 


Kingdom £902,956 ; Mortgages out of United Kingdom £394,360 ; 
Loans on Company’s Policies £415,269; Colonial Government 
Securities: £569,517; Foreign Government Securities £172,760 ; 
Colonial Municipal Securities £850,320; Railway Shares & 
Debentures . £2,042,477; Loans on security of Public Rates 
£425,360 ; Outstanding Premiums £77,651 ; Int. accrued but not 
yet payable £69,613 ; Cash in hand and on Current A/c. £10,920. 

Answer,—Total Revenue A/c. £6207553 ; Total B/S. £5931203. 


5. The following balances relate to the Lunar Electric Supply 
Co., Ltd., for the year ended 3lst Dec., 1912. Make out (a) 
Capital A/c., (6) Revenue A/c., (c) Net Revenue A/c., (d) Depre- 
ciation Fund A/c., (e) Sinking Fund A/e:, and (f) B/S. as on 
that date. Of the balance of profit, appropriate £2000 to Depre- 
ciation Fund, and £3000 to Sinking Fund, before ascertaining 
the amount available for shareholders’ dividend. 


20,000 Ordy. Shares, £5 each, Interest on Bank Loan ...... £250 
EMU VPPRIG: wcrc. cae arclece's oie £1000C0 | Interest on Sinking Fund In- 
Debenture Stock .......... 320000 vestments <s.cccccceccewe 150 
Lands & Charges incidental to Receipts for Sale of Current .. 45700 
MOMUISITION: 2 o ais loscie:tec_a'o aioe 136092 | Meter & other Rents Receiv- 2 
Buiildngs & Works ........ 113418 AN De Gina incopec roe nts 1705 
Machinery, Plant, &c. ...... 143175 | Transfer Fees ......2+.-s00> 5 
Mains & Cost of Laying .... 39817 | Discounts on Purchases ..... 
Tools and Loose Plant ..... 2194 | Received for Sale of old 
Accumulators............0- 1023 Materials............ farses 
Office Furniture & Fittings 245 | Balance to Cr. of last Net 
Blectrical Instruments ..... 200 Revenue A/c.. ....ssesere 5402 
Artesian Well...........+.> 350 | Depreciation Fund, Bal. to 
Law & Parliamentary Charges credit. ...... sees eeeceeeee 3000 
._ ve Company’s Act ....... 6000 | Sinking Fund, Bal. to credit 5000 
Coal, Carriage, &c. ......... 13404 | Sundry Creditors ........... 6873 
Oil, Waste & other stores ... 1813 | Bank Loan ........++seeeee 20000 
Salaries of Engineers and Capital Reserve ......+++++- 4000 
OPCOrG: < orc lees ccc eens 1147 | Stores on hand :—Ooal....... 2000 
Wages at Station .......... 3347 Oils, Waste, etc. ....-+++6+ 1200 
Repairs & Maintenance ..... 780 | Sundry Debtors ..........-. 16500 
Rents, Rates & Taxes ...... 2500 | Rates and Insurance paid in 
Management Expenses ..... 2230 AUVANCE 0. secre cee’ arene ieee ey SOU 
Law Expenses: .........-+- 150 | Investments on a/c. of Sinking 
Insurance & Special charges 480 i Thoh is REP WNP Panis CEE OC 000 
Int. on Debenture Stock .... 12800 | Cash im hand and at Bank ... 4500 


Answer.—Cap. a/c. bal. to Gen. B/S. £22514; Revenue ajc. 
bal. £21639; Net Revenue a/c. bal. £8991; Total B/S. £53014. - 
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NATIONAL UNION of TEACHERS, (Advan ced, 


1, Explain: Acceptor for honour supra protest, p.p. endorse- 


ment (with an example), hotchpot, per stirpes, minimum 
subscription, voidable contract. 2, From the exercise in the 
Elementary Stage of this Examination, compile a self-balancing 
Sales Ledger, and take out a Trial Balance. 


8. The following items compose the Balance Sheet of the © 


X Y.Z. Co., Ltd., as on 31st Dec., 1913 :—Liabilities :—Capital 
15000 Ordinary Shares of £1 each, fully paid; Bills Payable 
£500; Sundry Creditors £2500; Mortgage on Freehold Premises 
£2000; Net Profit for the year £3000. Assets :—Cash £6000 ; 
Sundry Debtors £3000 ; Stock on hand £4000 ; Freehold Premises 
£10000. The Directors propose to pay off the Mortgage on Free- 
hold Premises, to distribute a year’s dividend at the rate of 
12%, less income tax at 1/2 in the £, to purchase £1,000 Consols 
at 72 (neglect brokerage) to form a Reserve Fund, and to carry 
forward the balance of Profit & Loss. The above proposals 
having been duly approved, you are requested to raise the 


necessary ledger accounts showing these transactions and draw _ 


up a fresh B/S., showing the changed state of affairs. 
4, The B/S. of Messrs. King and Duke stood on 31st Dec., 


1913, as follows :—Liabilities :—Creditors £2500 ; Loan by King 


£2000; King’s Capital £1200; Duke’s Capital £4300. Assets : 
Debtors £1800; Freehold Premises £5000; Stock £3200. -The 
partners share profits and losses equally, They decide to wind 
up the business as on 31st Dec., 1913. "The book debts realised 
80%, Freehold Premises 70%, and Stock 75%. Make out the 
usual accounts closing the books of the firm. 

5. The Trial Balance of the British: Aeroplane Co., Ltd., for 
the year ending 31st Dec., 1913, is given below. Prepare Trad- 
ing and P. & L. A/cs. and B/S., after making the following 
adjustments :—Depreciate Plant & Machinery, Patterns and 
Patents 10%. Write off £200 from Preliminary Exs. Add 
£1000 to Sinking Fund for redemption of Debentures. Provide 
for a half-year’s Debenture interest due Ist Jan., 1914. Leave 


Bad and Doubtful Debts Reserve at 5% on Sundry Debtors. | 


Stock £8075. 


Or, Balances— Dr. Balances continued— : 
Calls in arrear SSepsiere eke aa £500 Discounts allowed ....... £2020 
Freehold BLeMISCS somes ee 20000 | Directors’ Fees ........... i 420 
Plant & Machinery ......, 22000 | Bad Debts .............., 250 
Interim dividend paid is Debenture interest paid 1/7/18 400 

AUT ALOIS ae eticonat 2500 : 

Stock, 81/12/12... 19000 | Gr, Balances— : 
Office Furniture........... 525 Authorised Cap. £60000 divi- 
RE MULORIS ee ene a 5150 ded into 60000 shares of £1ea. 
Patents eile sists emis cise 4000 | Subscribed and fully called cap.40000 
Sundry Debtors .......... 27700 Debentures, 4% .:........ 0000 
Cash in hand ............. 450 al. of P. & L. A/c. last a/e. 2140 
Cash at Bank :........... 8800 | Bills Payable ...........,. 9000 
Panchases eee bs cytes. 63655 | Sundry Creditors (17221 °'° 17700 
Preliminary Expenses, ..... 800.,|cnBalea ato. sscnra seating hee 123500 
Sinking Fund Investments 5000 Discounts received ........ 180 
Manufacturing Wages ..... 29500 Sinking Fund for Redemption 

tepairs & Renewals ...... 1200 of Debentures ........., 0 
Coal, Gas & Water ......., 2500 Bad & Doubtful Debts Res. 1250 
Rates & Taxes ........... 1750 | Royalties received......... 50 

Belarles oo onsen ee 1125 | Int. on Sinking Fund Invest: 
Travelling Expenses ...... 1075 Monts Sele esis pe 


200 
Anlswer.— Grose Profit, £19420; Net Pro t, £6360; Total 
B/S. £97800. fi 3 Total of 
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NATIONAL UNION of TEACHERS. (Advanced, 1915.) 

1. Explain :—moratorium, exchequer bills, exchequer bonds, 
garnishee order, private company, secret reserve. 2, A colliery 
is leased to a company subject to a royalty of 6d. per ton on the 
output, and a minimum or dead rent of £600 per ann. Allow- 

. ances for “short workings” are provided for. During 5 years 
the coal actually won amounted to 12000 3 18000; 24000 ; 30000; 
and 45000 tons respectively.. Make out, in the company’s books, 
for the period in question, Royalties A/e., Landlord’s A/c., 
Short Workings A/c. 

3. A company having a registered capital of £100,000 in £1 
shares issued on Jan. 1, 1915, 60000 shares at a premium of 2s. 
per share payable 10s. per share on application and 12s. on 
allotment, including the premium. The shares were duly sub- 
scribed and allotted on Jan. 8, 1915. The Company acquired on 
the same date a business for £50000 payable as to £40000 in fully 
paid shares, and. £10000 in cash. The registration and forma- 
tion expenses, which amounted to £2000, were paid out of the 
premium on the shares, and the balance was carried to Reserve 

-Fund. Make out the ledger a/cs. necessary to record these 
. transactions, also a Balance Sheet. 2 

4, John Brown filed his petition on Dec. 31, 1914. Prepare 
his Statement of Affairs and Deficiency A/c. Creditors un- 
secured £37500; Creditors partly secured by lien on Deben- 
tures, £20000; Creditors fully secured by lien on Stock-in-trade, 
£50; Liabilities on Bills discounted, of which £1750 is estimated 
to rank, £3500; Mortgage on Factory, £5000; Creditors for 
Rates, Taxes, Wages, &c., payable in full, £1500; Book Debts:— 
Good, £10000; Doubtful and Bad, £5000, estimated at £1000 ; 
Consignments :—Good, £2500 ; Stock-in-trade, estimated to pro- 
duce £20000, £30000 ; Debentures cost, and estimated to realise 
£8000; Cash at Bank, £100; Bills receivable, £650; Factory 
estimated at £5500; Machinery expected to realise £6000, cost 
£7500; Fixtures expected to realise £750, cost £1500; Houses 
expected to realise £1500, cost £1750 ; On Jan. 1, 1909, he had a 
Capital of £25000. Profits of £10250 were mado in 6 years, after 
allowing £5000 as interest on Cap., and withdrawals £31800. 

Answer.—Deficiency £9800; Total Statement of Affairs 
£51250. 

5, Thomas Watkins died on Feb. 28, 1915, leaving the follow- 
ing estate :—Cash in the House, £75, cash on deposit at bank, 
£3000, cash on current account, £250, household furniture, 
£1200, mortgage at 6% held on freehold premises to secure £4000, 
6 months’ interest being due on June 30. Debts due to Testa- 
tor £1000 ; of these £50 proved to be irrecoverable. Life Policy 
with profits £3300. Sundry Creditors £130. There was a 
legacy to his coachman of £200, and another of £100 to his 
housekeeper, both being strangers in blood. The residue was 
left to his son absolutely. Funeral expenses amounted to £35. 
Testamentary expenses to £350, and estate duty may be taken at 

“5%. By July 31, all amounts due to the estate had been received 

_ and all claims discharged. Write up the books as at that date, 

taking no account of Income Tax, or Bank Interest. It will 

suffice to show (a) Estate A/c., (b) Cash A/c., (c) Mortgage 
A/c., (d) Income A/c., (e) Legacies A/c., (f) Balance Sheet. . 
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NATIONAL UNION of TEACHERS. (Advanced, 1916.) 


4. Explain :—Special commissioners, floating charge, clog on 


redemption, partnership lien, no consideration, inseribed stocks. 
2. On 31st Dec., 1915, the B/S. of Black & White stood as 
follows :—Liabilities :—Sundry Creditors, £750; Black’s Cap. 
A/e., £4250; White’s Cap. A/c., £2500. Assets :—Cash, £1825 ; 
Sundry Debtors, £3000 ; Premises, £1375 ; Stock, £1300. Black 
buys out White, agreeing to pay him £3200 for his share of the 
Assets and Goodwill of the business as it stands, £600 being 
paid at once and the balance to be paid in three months’ time. 
Show the B/S. of Black as on Ist Jan., 1916 (after the trans- 
action has been completed), also the Cap. A/cs. of Black and 
White. : 


3. From the following make out the B/S. and P. &’L. A/e. of — 


the Universal Bank, Ltd., for the half-year ended 3lst Dec., 
1915.  Paid-up Cap., viz. :—£12.10s. per share on 303,928 
shares of £60 each, £3,799,100; Reserve Fund, £3,419,190; 
Current, deposit, and other a/cs., £66,974,403 ; Acceptances on 
behalf of customers, £5,103,990; Cash in hand and at bank of 
England, £11,654,203; Money at call and at short notice, 
£9,190,416 ; Consols and other Government securities, £4,031,938; 
Indian Railway Stocks, £631,979 ; British Railway and Corpora- 
tion stocks, £2,782,336 ; Colonial and Foreign stocks, £1,252,900 ; 
Sundry Investments, £881,166; B/E., £8,503,128; Advances 
and loans on security, £34,002,460; Balance of Profit from last 
a/c., £173,505 ; Net Profit for half-year ended 3lst Dec., 1915, 


after providing for Bad and Doubtful Debts, £369,536 ; Written . 


off Bank Premises, £20000; Added to Officers’ Pension Fund, 
£5000; Bank Premises, Head Office and Branches, £1,780,208 ; 
Provide for £30000 as rebate on bills not yet due, and for 
£341,919 as dividend payable Ist Feb., 1916. Carry forward 
the bal. of Profit & Loss. : : 


4%, From the following make out a Coal Production A/c. and 
a Coke Production A/c. for the year ended 3lst Dec., 1915. 
Show the cost of each item of expense per ton of coal and coke 


respectively, taking the coal used for coke-making at cost price. ' 


Ist Jan., 1915, Stock of Coal on hand 9000 tons valued at 6/8 per 
ton. Coal consumed at the Colliery, £3500; Wages paid for 
Coal production, £37000; Timber, £4000, Ropes, £750, Stores, 
£4250, used for Coal production; Rates, taxes, &c., for Coal 
production, £4500; Salaries paid for Coal production, £3000 ; 
Royalties paid, £5000; Sales of Coal (including colliery con- 
sumption) 153,000 tons, £56000. Sales of Coal to Coke Pro- 
duction A/c. 78000 tons at cost, as ascertained by this a/c. 
Total colliery output of coal 240,000 tons. 31st Dec., 1915, 
Stock of Coal on hand 18000 tons valued at 6/8 per ton. ° Ist. 
Jan., 1915, Stock of Coke on hand 1500 tons valued at 12/- per 
ton. Wages paid for Coke-making, £2900; Stores used for 
Coke-making, £2000; Salaries paid for Coke-making, £600 ; 


SO te 


- Sales of Coke 48,500 tons, £30517 ;, Total output of Coke 48000 
tons. 31st Deo., 1915, Stock of Cole on hand 1000 tons valued 
at 12/- per ton. 

5. The balances below relate to the Cornwall Gas Co., Ltd., 

’ for the half-year ended 31st Dec., 1915. Make out Cap., Revenue, 
and Net Revenue A/cs., and B/S. as at that date. Cap. 
receipts :—Ord. Stock, £2,965,000; Deb. Stock, £1,266,034 ; 
Premiums on the above, £808,860. Cap. expenditure to 30th 
June, 1915, £4,715,184 ; Cap. during half-year to 31st Dec., 1915, 
viz. :—New Buildings & Machy., £20860; New & additional 
Mains & Services, £16147 ; New and additional Meters, £14539 ; 
New and additional Stoves, £9426; Purchase of New Land and 
Incidentals, £1126; Cr. By Sale of Land, £898; Expended on 
Manufacture of Gas :—Coal & Oil, £328,044 ; Purification, oe 
£21518; Salaries & Wages at Works, £73442; Repairs & Main : 
tenance of Works, £101,707; Co-partnership bonuses, £18000. 
Expended on Distribution of Gas :—Repairs & Renewals of 
Mains, &c., £101,752; Expended on Public Lamps, £1576. 


‘Rent, Rates, & Taxes, £39537; Management exs., £29693; . 
Parliamentary & Law Charges, £2806; Bad Debts, £1782 ; Pe 
Contributions to Pension, Sick, & Accident Funds, £5733; Gas 3 
Referees & Official Auditor, £328 ; Receipts from Sale of Gas, Bs 


£569,782; Public Lighting, £14704; Meter & Stove Rents, 
£55521; Sale of residual products, £256,657 ; Rents receivable, 
£1595 ; Transfer Fees, £95. Int. on Temporary Loan & Deposits 5. 
with Co., £1984; Int. on Deb. Stock of which £26115 is due : 
but unpaid at this date, £27490; Bal. to credit of Net Revenue 
from last a/c., £65374; Int. allowed by Bank, £540; Cash in 
hand & at Bank, £35710; Investments, £210,784; Stooks of 
Stores on hand & Sundry Plant, £381,323; Stocks of Coke & 
other Products, £35999 ; A/cs. due to the Co.—Gas, Rents, &e., 
£307,834; Bals. due for Gas & Hire purchase fittings, £58292 ; 
Bals. due for Street Lamps, Repairs, &c., £15232; Reserve 
Fund, £162,067; Renewal Fund, £22650 ; Insurance Fund, 
£102,188; Sundry Creditors, £76574; Deposits by Consumers 
& Workmen with Co., £67090; Unpaid divs., £1800; Officers’ 
Superannuation & Guarantee Funds, £24304 ; Temporary Loan 
from the Bank, £90000. 2 
LANCASHIRE & CHESHIRE INSTITUTES. (Advanced, 1903.) 

PART I. - (4) What books is a Company registered under tho 
Companies’ Acts required by statute to keep? (2) Define as 
accurately as you can a Bill of Exchange and a Promissory Note. 
(3) What is a del credere Agent ? (4) How would you treat a 
partly sold consignment in a B/S. ? (5) How would you proceed 
to find an error in a T.B.? (6) What is the difference between 
an Income and Expenditure A/c. and an A/c. of Receipts and 
Payments ? 

PARTI, On 31st December, 1902; the T.B. of Thomas Loose 
& Co., Ltd., was as under. Prepare a P. & L. A/e. and B/S. 
after making necessary adjustments. Write 5% Depreciation off 
Plant ; 14% off Land and Buildings. Stock £25943 2s. 11d, 


704 


Dr. Balances— . Dr. Balances continued.— 

Unpaid Calls ....... . ‘£87 2 6| Management & Office - 

DGODtOLS seats ciea sara stere 6880 6 8 aero ries £2201 12 6 
BED Evetwass eferayerscaoarer erate 3148 10 10 | Agency Expenses ,.. 876 15 
Cashrcaccan seco om 61 9 | Raw Materials ...... 52020 16 10 
Cash at Bank ....... 6284.12 8.| Repairs ........200. 2373 17 
Land & Buildings 38080 - —/ Gr. Balances— 

Plant Faia: s501 ;... 56230 - -j|- Share Capital 190000 . 
Consignments*....... 2694 18 3 shares of £1;17/6 paid 87500 ~ —- 
Stock, 1st Jan........ 21721 19 4| 4% Mortgage Deben- 

Suspense A/c. ......2.+. 186 - - ture Stock......... 50000 - - 
Int. on Debentures and Pi LSA/C waa 604 3 7 

Loans to 30th Sept. 1725 - -| Trade Creditors ..... 4630 111 
Trade Charges ...... 9126 17 5 TLoans’at'5.% =; ostec's 5.0 1000 - - 
Wiag OS ray cravesean aioe 305s 2568S" 12— 8=|=B/ Pastcn sini cee 71612 —- 
Directors’ Fees ...... 750 -—- - SaleSea: vcccwvieweciiee 84682 13 9 


*This has been treated as a loss. 


Ans.—Gross Loss £622 710; Net £12507 74; Deficiency £11903 
9 


3 9. 
PART III. Richard Humphrey’s B/S. on 31st Jan., 1902, 
was as follows :—Assets :—Sundry Drs. £106 2s. 3d.; Stock at 
cost £395 11s. 9d.; Cash in hand £1 2s. lld.; Shop fittings at 


cost £173 .12s. 6d. Liabilities :—Bank Overdraft £241 19s. 3d.; — 


Trade Crs. £378 14s.; John Joker, for Rent, £15; Capital £40 
16s. 2d. Being pressed by creditors he filed his petition in 
bankruptcy. On going through the list of debtors he found that 
of the amount entered in the books £60 lls. 3d. was irrecover- 


able, and that accounts amounting to £10 11s. 6d. were disputed. 


He estimated that the stock, if sold by auction, should realise 
_ £315, and that the shop fittings would realise £45. His house- 


hold furniture was estimated at £280. He owed to sundry 


tradesmen £55 4s. 6d., and a year’s rent for his dwelling house 
at-£35 per ann. He also owed £2 ls. 6d. Income Tax, and £8 
15s. for Rates. The shop assistant had not received her wages 


for the previous two weeks at 17s. 6d. a week. Prepare State- _ 


ment of Affairs. Answer.—Deficiency £62 6s. 10d. 


LANCASHIRE & CHESHIRE INSTITUTES. (Advanced, 1904.) 

PART I. 4. If you were given books which had been kept 
on Single Entry for some years, how would you convert the 
«system to Double Entry ? 2, Give a specimen ruling of a pur- 
chase book suitable for home trade warehouse, and make three 
entries. 3. In the case of a-sale and purchase of a business, 
when all the books are taken over, what entries are necessary ? 
4, What are the meanings of the following terms :—Founders’ 
Shares, Mortgage Debenture, Preference Share? 5. Give the 
ruling for a Share Register. 6, Describe sectional balancing 
of books. : 

PART II. Prepare Trading, P. & L. A/cs. and B/S. of John 
Stephens & Co., Ltd., from T.B. dated 31st Dec., 1903, the Stock 
being £3197 16. Write 24% off Land and Buildings ; 6% off 


Machinery and Plant; 10% off Goodwill; 25% off Formation — 


Exs. ;and 74% off Office Furniture. The Company was registered 
on 15th Dec., 1902, and commenced Trading on lst Jan., 1903. 
Capital £80000 ; divided into 30000 £5% Cumulative Pref, Shares 
of £1 each fully paid-; and 50000 Ord. Shares of £1 each, 40000 
having been issued and 15/- per share having been called up. 
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ring ao a upon the Pref. Shares are payable Ist April and 
st Oct. 


Dr. Balances— - “Dr. Balances continued— 
Sundry Debtors ..... £9507 $ 9| Management and Office 
Patents, 2yeaisexpired 3000 - - Salaries .......... £15380 - - 
Royalties nn 294 811 WARCRY jarctare tate ters 20921 11 8 
Tnt. Div. paid on Pref. Formation Expenses... 23897 18 2 
Shs. less Tax, Ist Oct. 1078 8 91] Callsin Arrear ...... 60 - - 
Chief Rents ......... 12 4" 8), Suspense, o008. of 1316 12 9 
Land & Buildings ... 17600 - - | Cottages........... . 2000 - - 
Plant & Machinery .. 28896 14 - | Trade Expenses ..... 6772 6 2 
Office Furniture...... 412 10 -| Purchases .......... 49793 4 10 
Goodwill ..... -- 10526 5 4 aes ( 
Cash in hand 4 78 4 6/1 Cr. Balances— : 
ank 5 28 Mortgage at £4% .... 10000 - - 
Interest - -—| Sundry Creditors .... 7194 - 9 
Int. on Mortgages to Rents of Cottages ... 102 9 6 
30th June, less Tax 190 16 8 Transfer Fees ....... 112 6 
Directors’ Fees ...... 350 —- =|} Sales .......ssse-++. 8482610 le 


Answer.—Grose Profit £16515 —-8; Net £2946 8 11; plus Rents 
of Cottages £102 9 6; Balance c/f. £16009 8. ~~ 


LANCASHIRE & CHESHIRE INSTITUTES. (Advanced, 1905.) 


PART I. 4. What entries would you make recording the 
forfeiture of share on which two calls had been paid? 2. In 
what classes of undertakings is the Double A/c. system generally 
adopted ? What do you understand by thissystem? 3. What 
is the object of book-keeping ? 4, In the Manchester Guardian 
of 27th Jan., there appeared the following :—‘“‘ Three of the 
London Banks were calling in. money to-day for ‘ Window 
Dressing ’ purposes, and owing to the apparently heavy revenue 


_ payments just now bankers’ balances were not large enough to 


meet the ordinary demands of the money market.” What do 
you understand by this? 5. How would you deal with con- 
signments—(qa) In the books of the consignor ? (6) In the books 
of the consignee? 6, What is a Sinking Fund, and how does 
it operate ? 


PART II. 4, John Green, Cap. £8000; Hy. Richards, Cap, 
£7000 ; Reginald Everitt, Cap. £5000; trade together as Green, 
Richards & Co., each partner is entitled to a salary of £500 per 
ann., and 5% Int. on Cap. Prepare Trading, P. & L. A/es., 
and B/S. on 31st Dec., 1904, the Stoek being £8316 19 10; and 
write 74% Depreciation off Machinery and 24% off Works. 


Dr. Balances— Dr. Balances continued— 


Debtors ........---- £0162 11 1 Insurance ...6....5. £638 4 -- 
Bills Receivable...... 365 10 -| Consignments*....... 198 10 - 
Stock, ist Jan., 1904 7017 13 «8 Bad Debts ........+- 172-6 
Purchases. ....6.6> ~- 62169 7 3 Sundry Trade Charges 2838 18 9 
CS tetris ciciciele ss 8 s:0 3018 4 4 

Salaries of Staff ..... 618 13 8 | Gr. Balances— 2 

Office Expenses ..... 493 8 65 | Creditors ........... 4726 15 2 
Property—Works.... 6500 - — Bills Payable ....... 918 19 11 
Machinery ......... . 10000 - -| Reserve for Bad Debts 100 - - 
OHA Ti cadeaisapsces 0 16 14°11 | “Sales .........-000% . 73483 10 10 
Bank ....cc.eeeee-.. 1029 17° 7} Loansat 5%, Borrowed 

Discount ........0-- 804 11 8 June 30th ........ 500 - = 


Gnterest on Loans ... 12 10 Reserve for Discounts 182 11 @ 


> a 


* Note.—The “Consignments £198 10” has been treated as 4 
loss. The profit has been divided in proportion to the capital, 
although the Law requires profits to be divided equally in the 
absence of any agreement to the contrary. 


Answer.—Gross Profit £9401 155; Net £1550 16 10; Bal. of 


Cap. Green—£9520 69; Richards—£8392 1511; Hveritt—£6137 


14 2. 


PART III. Chas. Jackson guarantees a loan of £200 for a 
friend, hearing that this friend was in financial difficulties and 
only able to pay about 10/- in the £ if made bankrupt, and being 
himself pressed by creditors he decided to file his petition. He 
had a works which cost recently £1000, but on this there was a 
mortgage of £800, cash at the bank £140 2 3, cash on hand £il 
10 - ; out of which he gave his solicitor £10 on account of costs. 
His stock-in-trade had cost £398 4 3, but on forced realisation it 
would not bring in more than £275; his machinery, etc., ought 
to sell for £200, and the fittings, etc., for £50; after considering 
his book debts carefully he thought that £118 10 was good, £296 
11 bad, and £76 4 3 doubtful, perhaps worth £30; he had also a 
B/E. for £87 4. He had unsecured creditors for £753 4 11, had 
accepted two accommodation bills for £100, and on reference to 
his bill book found that he had two months before endorsed over 
Wm. Fletcher’s 3 mos. bill for £167 5 — to a creditor. He owed 


£10 for house rent, £20 for Income Tax, £29 18 3 for rates and _ 


£26 16 5 for wages. He had also household furniture worth 
£175, and a gold watch and chain worth £15. Make out Chas. 
Jackson’s Statement of Affairs. Answer.—Surplus £162 6 8. 
Total B/S. £1215 11 7. 


LANCASHIRE & CHESHIRE INSTITUTES. (Advanced, 1906.) 


PART I. 4. How would you deal with deferred shipping 
rebates in connection with consignments ?. 2, What governs the 
Rate of Depreciation ? 3, State the advantages. or disadvantages 
of loose leaf ledgers. 4. Describe a Municipal Corporation Sink- 
ing Fund :—(a) As to method of contribution to same. (b) As to 
interest received on instalments invested. 5. How would you deal 
with Contangos in a Stock Broker’s books? 6. In what way 
does a Partnership differ from a Limited Liability Company, and 
what books are necessary for the latter and not for the former ? 


PART II. Perry & Knowles, Ltd., are Brewers, with a Nom- 
inal Cap. of £500000. Prepare Trading, P. & L. A/cs. and B/S. 
on 31st Dec., 1905, the Stocks being:—Brewing Materials £7973 
24; Sundries £614 12 3. Carry forward £150 as unexpired 
rates. Write 15% off Barrels, etc., 9% off Horses, Drays, etc., 
74% off Plant & Machinery, 5% off Furniture & Fittings. 
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Br. Balances £ 4. a. | Dp, Balances continued~ & = g, d, 
Licensed & other Pro- fat. on Debentars Stk. 2137 10 - 
perty .........+.. 526672 18 4) Railway Claims writ- 
Goddvill A/e. ...... 22377 18 


} I 4 TENVOID oe wade Ss ty ey i 
Yormation Expenses 4306.12 “6; Income*Tax .......2 1083 4-8 
- Premiums on, & alter- Directors’ Fees 500 = = 
ations to, Leases .. 1611119 4 Furniture & Fittings 207. 6- 4 
UCR Se Sele Bate 3040 8 2 General Trade Exs... 8214 6 4 
Brewing Materials .. 30244 6 4) Beer duty paid, less 
Trade Defence Fund ‘amount charged out 2823 2 8 
Contribution, 2 Jan., 
1905 (half to be Cr. Balances— 
written off) ....... 75 - - Ord. Share Cap...... 250000 - - 
Contractors on a/c. of 6% Prof. Share Cap. 249610 - - 
Cap. alterations to Cails paid on Forfeited 
PYOPCLEY Tes 5 5.03 4 1407 16 11 BAECS ete cre leyeaeen 28 - - 
ommissions ....... 23416 - Mortgages on Licensed 
DiscouNAts 25... 208 314 4 2 PTOPECLbY Sow we ose 3850 - = 
Ord. Sh. Div. (Interim, Reserve Fund ...... 10000 - = 
23rd July) ....... . 8750 - -| Reserve for Loss on : 
Investments ....... 9611 18 4 Investments ...... : 800 - - 
Sundry Debtors .... 28714 12 1 Reserve for Doubtful 
Pref. Share Dividends 14227 15 4 DEDES Ses otek see cic 200 - = 
Plant & Machinery 7104 2 9! 43% Debenture Stock 
REREINWEC—. io ses - $3106 8 10 (int. payable ist Jan. f 
Horses, Drays, &c... 211412 2 and Ist July) ..... 100000 - — 
Compensation charges Sundry Creditors .. 6325 4 7 
under the Licensing Recd. on a/c. of Debts 
Act (half to be cap- written off ........ 112 16 8 
TTANSGE) Os. Seca ss 874 10 —- P &L. A/e., st Jan. 16814 12 1 
Cash in hand.,...... 2 Re ae Sales, less Returns .. 49743 2 11 
Cash.at Bank ..... R797 28) 9" |= Rent Aje.. seacns owe 5614 13 - 


Answer,—Gross £22223 - 4; Net £11792 7 8; Total B/S. 
£632579 19 -. 

PARTTIII. From the foregoing make out Income Tax Return 
for the Surveyor of Taxes. (Net Assessment £12509 4 10). 


LANCASHIRE & CHESHIRE INSTITUTES. (Advanced, 1907.) 
' PARTI. i. I buy goods on the Ist March, 1907, dated for- 
ward.as June. I make up my accounts on the 30th April. How. 
should I deal with this item in my purchases day book, ledger, 
and balance sheet ? 2. In rendering accounts to the surveyor 
of taxes for income tax purposes, certain adjustments are 
necessary. Name at least five of such items, and the reason why 
they are excluded in arriving at tho figures of assessment. 
8. Explain the difference between (a) Sinking Fund. (6) 
Reserve Fund. (c) Reserve a/c. 4. What do you understand 
by :—(a) Nominal a/c. (6) Real a/c. (c) Personal a/c. ? Give 
two examples of each. 5. Is it advantageous or not to convert 
a business into a limited liability company ? Give reasons for 
your answer. 6, A friend desires you to advise him as to 
whether he should invest £1000 (which he has free) in :—(a) 
Ordinary shares of a Company which has paid 8 % per ann. during 
the last three years; or (b) In 6% Cr mulative Preference Shares 
of the same Company; or (c) In 4% Debentures of the same 
Company. How would you advise him ? i : 
PART II. The nominal capital of the Lancashire & Cheshire 
Engineering Co., Ltd., is £10000 divided into. 10000 Ord. Shares 
of £1 each, £20000 divided into 20000 7% Cum. Pref. Shares of 
£1 each, and the Company is authorised to issue £10000 divided 
into 200 5% first Mortgage Debentures of £50 each. Prepare 


aI 


yey {tae 
Trading, P. & L. A/os. and B/S. from the following T,B. as on 


8lst March, 1907. 


Stock £3025 10s. ; 


Loose Tools valued st 


_£1870. Depreciate Plant and Machinery 10% ; Office Furniture 


and Fittings 5%; and Patents 2 


and £150 for. Bad Debts. 
Gr. Balances— 
Arrears on Ordy. Shares £70 - 


Piant & Machinery ..... 15000 - 
Patentse sie ons waeaeatas . 38960 10 
OfficeF'urniture& Fittings 127 - 
Sundry Debtors ........ 12125 10 
PULCHABER Vass is.< vo 8 vith 15965 16 
Returns off Sales........ 267 10 
alari@sy ts tis. «cts 200 - 
Good Wire. ate sectors 9788 5 
Stock of Materials, 31st 

March, 1906 “4.00... 2760 —- 
Wages, productive ...... 2576 10 
Carriage (inwards)....... 320 5 
Carriage (outwards) ..... 167 10 
Coal & Cokes ons.a 250 ~- 


Loose Tools, 31 Mar., 1906 1890 — 


0%. Res. £200 for Discounts, 
Dr. Balances continued— 

Bad Depts: & xoisieiarstei neleiste £127 10 
Directors’ Fees ......... 200 - 


Interim Pref. Div. paid 
15th October, 1906 ... 665 -—- 


Bank Charges .......... 57 10° 
Deb. Int., less Tax ...... 285 —- 
Cash invhand io. oo nares 73 


Cr. Balanses— 
Ordinary Share Capital .. 10000 <= 
Preference Share Capital 20000 - 
200 5% 1st Mortgage Deb. 

£50 each, £30 paid .... 
Sundry Creditors ....... 
Returns off Purchases .... 287 — 
P.& L. A/c. bal. 31 Mar.,’06 168 10 


Rent, Rates, Taxes &Insce, 236 10 Discounts received ...... - 

Sundry Expenses ....... 157 10 Lloya’s Bank, Ltd. ..... 1067 10 

Discounts allowed ...... 760 - Salesian oh uudisatiece aes 24698 —- 
Ans.—Gross £6120 9; Net £1210 10; Total B/S. £43321 10. 


PART IIL. 


Prepare a Statement of Affairs from the following 


- particulars of Jonas Johnson, Manufacturer, Burnley, on the 18th 


March, 1907. 


Unsecured Creditors £22100; 


Fully secured 


Creditors £9870, Partly secured Creditors £4764, Securities held 


by Creditors, fully secured, valued at £12107, Securities held by 


Creditors, partly secured, valued at £2321, Creditors for rents, 


rates, taxes, and wages (of which £600 only is preferential), 


£850, Plant and Machinery, book value £12600, estimated to 
produce only one-third of this sum. Office Furniture estimated 


to realise £50, Cash in hand £5, Book Debts, good, expected 


to realise £3000, Doubtful £500, expected to realise £200. Bad 


£300 expected to realise Nil. 


paid in premiums. 
show ? Answer,—7/53. 


RARE ast: 


Life policy on the life of Jonas 
Johnson, in the Atlas Assurance Co., 
of £24 each. Estimated surrender value is 2ths of the amount 

How much in the pound does the estate - 
Deficiency £15509. 
LANCASHIRE & CHESHIRE INSTITUTES. 


aid 20 annual premiums 


¢. What do you understand by the term “ Depreciation ” ? 
tiew does depreciation apply to Plant and Machinery, lease- 


holds, and goodwill ? 


Rent,” and “ Royalty,” as used in Minin 
deal with dead rent in the books of a Colliery Co. ? 
do you understand by “‘ Account Current” ? 


3 Explain the term ‘‘ Minimum or Dead 
g. How would you 


4.” What 
Make out such an 


A/e. for Yeadon & Co. from the following :— 


Sold goods to Marshall & Co., £200, due 1st March. 
Bought goods trom Marshall & Co., £500, due ist May. 


van. 1, 

ee E Received cash from Marshall & Co., £100 
ar. 1, 

Apr. 1. Paid Marshall & Co., £300. 

aay A i Bought goods from Marshall & Co., £200. 
une 30. 


Sold goods to Marshall & Co., £300 


Interest 5%, the account to be made up to the 30th J une, 1907, 


(Advanced, 1908.) 
In what respect, if any, does an Income and 
Expenditure A/c. differ from an A/e. of Receipts and Payments ?. ' 


\ 
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5. In preparing a/cs. for the Surveyor of Taxes showing profits 


taxable under Schedule D, how would you deal with the under- 
‘Mentioned items :—(a) Bank Interest ; (6) Defalcation by cashier ; 
(c) Depreciation of Land and Buildings ; (d) Fire Insurance ; (e) 
Partners’ salaries ; (f) Int. on cap.; (g) Rents from cottage pro- 
‘perty ; (2) Premium on leasehold? 6, In closing the books of a 
ompany, whose a/cs. are made up to the 30th June in each year, 
you find the following :—(1) Poor and’ District Rates for the 
half-year ending 30th Sep. next, £300 paid on Ist June. (2) A 
number of invoices for goods amounting to £250. The goods 
were delivered on the 28th June, and were not included in the 
stocktaking at that date, and the invoices have not. passed 
through the books on the ground that the books are intended for 
use after 30th June. (3) Rent £1000 per year, payable quarterly. 
Last rent paid up to 30th April. (4) £600 is expended in cost of 
issues of Debentures, repayable in 5 years from date of issue. 
(5) Expenditure of £1000 on advertising new article called 
- Plato ” introduced to the public. How would you deal with 
these items in the books of the Co. ? 
_ PART II. The Silver Ore Co., Ltd., was formed on the Ist 
April, 1967, with an Authorised Capital of £60000, divided into 
30000 Ord. Shares of £1 each and 30000 5% Cumulative Pref. 
Shares of £1 each. The whole of the Ord. Shares were issued 
and fully paid, but of the Pref. Shares 22000 only were issued, 
and of these 21900 were fully paid, but on the remaining 100 
shares 15/- only had been paid. From the following T.B. pre- 
pare B/S., Trading A/c. and P. & L. A/e. on 1st April, 1908. 
Depreciate plant and light railway at 15% per ann. Wagons 
valued at £400, and loose tools at £300. Promotion expenses to 
be charged over a period of 3 years. Value of silver on hand 
£1500. On the 3lst Dec., 1907, the Directors decided to forfeit 
the 100 shares on which only 15/- had been paid up. 


Dr, Balanses— Dr. Balances continued— 
Balance at Bank .......... £10550 Cashin’ hand! 25 cai Wisivine <i £53/ 1/10 
Crushing Plant & Machinery 4000 | Directors’ Fees .........- 700 


Cost to date of sinking mine 2000 Investment in Rosario Tin 
DEN teh eteren se xcciaa tins 20000 Mines, 2000 Ordy. Shares, 


Expenses of promotion of Co. 690 £5 each, £4 paid ........ 8000 
Royalties paid ...... ..- 1000} Brekers’ Charges on same 100 
Light Railway, cost .. 1200 Deposit A/c. at bank, 3% 
Wages of Miners, etc. ve 6900 Per ADD. 2. ...e reer coses 8900 
WAR ONSY sejere vive’ ops wiereiece's 500 | Loose Tools ..... ehehacae 440 
PA VODUISHIE. «ciao avsietare sco.s)e.0 500 
Carriage paid on crushing Cry. Balances— | 

Plant & Machinery ....... 180 | Ordy. Share Capital ...... 30000 
Erection of Sheds, etc. ..... 1500 Pref. Share Capital ...... 21975 
Legal Expenses .. 100} Silver sold (cash) .......- 17000 
CS aap eaecburnen 200 Other minerals sold (includ- 
Repairs to Plant .. =e 90 ing coal used by the Co.) 950 
Coal bought * i. 66 5.0 oe ee 800 | Bank Interest ..........- 270 
Coal used from own mines...- 150 Div. reed. on Investment in 
Office Furniture.....+...... 150 Rosario Tin Mines...... io 820 
MAL ATL Care chats ele echuscersuersrars’ <)6 2000 Interest received on Deposit 

A/e.at Bank to 31 Dec.,’07 120 


Interim Pref. Div., paid 2nd : 
Oot., 1907, 5% p.a, less tax 521/18/2 E 
Answer.—Gross Profit £11100; Net Profit on Working £6533 ; 


Total Net Profit £7039 15-; Total B/S. £58492 16 10. ys, _ 


710 


PART Ill. Fred Jackson, on 3ist March, 1908, unable to 


meet his engagements, requires a Statement of Affairs for 
submission to his creditors. Prepare from the following :— 


Leasehold premises held for 99 years, subject to a payment of ground 
rent, £160 per vear. . Book value £10000, Estimated to realise ee 


Book Debts, Good .... ¥, 6650 a Hn 
Do. Doubtful ag 500 Ba as 250 
Do. Bade s8 - 750 = * — 
Fixed Plant & Machinery _,, 4000 ‘ aS 3000 
Stock-in-trade ........ a 2000 1400 


subject to a premium of £50 a year due and paid 28th Feb., 1908, 
and held by the Insurance Co. for a loan of £200; Surrender 
value, £500. Household Furniture and effects,.£360. Private 
and household debts, £290. 600 Shares in Cooper & Co., Ltd., 
of £1 each, 10/- paid up, now quoted at 12/6 per share. Loan 
on £5000, secured by a first mortgage on the leasehold at 44% 
the int. of same being paid to the 31st March, 1908. Unsecured 
Creditors, £15000. Bankers for overdraft and interest, £5000, 
holding as security a second mortgage on leasehold of £4000. 
Loan from E. Taylor, £400, at 5% per ann., interest being paid 
to 3lst March, 1908, who holds as security second charge on life 
insurance policy. Ground Rent of leasehold accrued since 31st 
Dec., 1907. Prepare Deficiency A/c. :—On the Ist April, 1905, 
he had a capital of £12000 in addition to household furniture. 
His private drawings, as shown in the cash book, were as 
follows :—For the year ended 3lst March, 1906, £4905; 1907, 
£4000; 1908, £5600. He made a profit in his business in 1906 
of £5000, and in the subsequent years losses of £3000 and £935 


respectively. Answer.—Deficiency £5020. = 


LANCASHIRE & CHESHIRE INSTITUTES. (Senior, 1909.) 

PARTI. 1. What is the meaning of (a) forfeited shares, (6) 
premium on shares? How are they dealt with in a company’s 
a/es. ?. 2. Having before you the P. & L. A/c. of a manufactur- 
ing business, what points would require attention in adjusting 
it for the purpose of submission for income tax assessment ? 
3. What is a sinking fund? Give an example, with imaginary 
figures. 4, Define an ‘ account current,” and make out such 
an a/c. for Alfred Brown in respect of the following transactions 


with Charles Dawson :—1908, 17th Jan., Goods sold to Dawson, 


£200, due Ist Feb. ; Ist Feb., Received Cash from Dawson, £50 ; 
18th Mar., Goods bought of Dawson, £300, due Ist April; 1st 
April, Paid to Dawson, cash £200; Ist May, Goods bought of 
Dawson, £150; 10th May, Goods sold to Dawson, £120, due Ist 
June. The a/c. to be made up to Ist June, 1908, interest to be 
at 6% per ann., which may be calculated by months instead of 
days. 5, Explain, as applied to the B/S. of a Joint Stock Co., 
the following :—(a) Capital authorised ; (6) Calls in arrear Se) 
Mortgage debentures ; (d) Preliminary exs. On which side of 
the B/S. would they appear? 6. How should the figures be 
shown in a Company’s B/S. in both the following cases :—(a) A 
Company issues £40000 4% Mortgage Debentures at 95%; (6) 


etal nyo lhe iach Aad et il ha iil lala a 


ah 


Pre, phim Aah Asta. 
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A Company issues £40000 4%. Mo Debentures at par, and ~ 
undertakes to redeem both a oeree end of 10 yearsat £105. 

PART II. 1, The Secretary of the Cheshire Manufacturing 
Co., Ltd., takes out his balances on the 3lst Dec., 1908, and 
submits te you the following particulars, from which prepare 
Trading and P. & L. A/es., and B/S. :—Nominal Cap. £150000, 
divided into 5000 pref. shares of £10 each, and 10000 ord. shares 
of £10 each. Reserve for debenture int. £375. Reserve for 
wages £50. Provide for bad debts £400, insurance prepaid £21. 
Depreciate land and buildings 1% and plant and machinery 
£10%. Reserve for discounts, 5% on sun debtors and 24% 
on sundry creditors. Stock 3lst Dec., 1908, £18763. Value of 
loose tools at 3lst Dec., £2000. 


Dr. Balances— Dr. Balances continued— 
Cost of issue of Debentures £750 | Carriage inwards 
EMECHAROHEN Nos c o'4bice'e's «= ale * 43249 GoodwillZ.,7. ceases a ate 
Land & Buildings ......... 25100 Carriage outwards 1 
(a Sen ee se evcccesseess 570 Debenture Interest paid .... 37 
Plant & Machinery ........ 5620 P. & L. A/c. loss from last A/c.. 2243 
EMENIN cicitieaholeiacre elere ee ns - 445 Unpaid Calls, Ordy. Shares 250 
Loose Tools, Ist Jan,,1908.. 1752 Cash in hand: os, 6 sscccseces 114 
Office Expenses ........+.. 363 ‘ 
PUN Act onaicniatwistais's clea ae os< 9371 | Cr. Balances— 
Discounts allowed ......... 617 5000 Pref. Shares, £10 each,£2 
RIL UES cr oto; as aafer de lot aai<. eyo 975 DIGI Cesgeintnvel aterguseteh oot nee s 000 
GO DGDES He. e's'pin.0 so are cere 275 10000 Ordy. Shares, £10 each, 
Postages, Cte: occ ce ctw coe 86 £5 called up. <)..0:0:.% eaetiarrc 0000 
Rates, Taxes & Insurance . 524 | 150 5% Mort. Debs. of £100 
Travelling Expenses ....... 302 ach issued at 95 15000 
Interest & Bank Charges ... 75 Salesixe oo iaabiaae eee 53847 
Directors’ Fees ..........+. 550 Discounts received . 324 
Stock, ist Jan., 1908 ....... 11420 Sundry Creditors . 9160 
Sundry Debtors ........... 4300 | Bank Overdraft ........... 1525 
Answer.—Gross Profit £8548 ; Net £872; Total B/S. £85631. 


PART Ill. Arthur Arnott, Ben Barber and Charles Corson 
carried on business in co-partnership as Corn Millers, at Salford. 
On the Ist October, 1907, their cap. was £8000, £5000 and £2000 
respectively. By the deed of partnership each partner was to 
have 5% int. on cap. and a salary of £250 per ann. The only 
amount drawn out of the business by each partner during ,the 
year was the amount of his salary. Before taking into account 
any interest on partners’ cap. or partners’ salary, the profit of 
the business for the year ended 30th Sept., 1908, was £2070. 
Profits were divided in the proportion of 3, 2, 1, respectively. 
Prepare P. & L. A/c., and open Partners’ Cap. A/cs. showing 
each partner’s position on 30th Sept., 1908. Answer.—Cap. of 
A.A. £8685; B.B. £5440; 0.0. £2195. 

LANCASHIRE & CHESHIRE INSTITUTES, (Senior, 1910.) 

PARTI. 14, What are the advantages of double entry book- 
keeping over single entry, and how would you proceed to convert 
a single entry system into double entry ? 

2, The County Colliery Co., Ltd., pay a royalty to a ground 
landlord of 9d. per ton of coal raised, with a minimum of £1200 

er ann., with power to recoup short workings. In 1907 they 
raised 20000 tons; in 1908, 30000 tons; in 1909, 44000 tons. 
How would you deal with these items year by year in the P. & 


ee et : 


L, A/es.and B/S. of the Company? 8. What do you a ondore 


stand by a Balance Sheet ? te the method and sources of ita 
preparation, How does it differ from a Statement of Affairs ? 
4. In the accounts of a private individual, who owns his own 
premises, how would you deal with the following for income tax 
purposes :—(a) His salary, charged against profits ; (b) Interest 


on Capital; (c) Life Insurance Premium for self and wife ; : (@) . 


Annual value of premises. 5. What do you understand by 

(a) Secret reserves; (6) Cost Accounts; ,(c) Apoonimeneten 
Bills? 6. What do you understand by ‘a Deficiency A/c. ? 
Set out such an A/c. with imaginary figures. 

PART II. 7. The Nominal Capital of the Ideal Newspaper 
Co., Ltd., is $100000 ; 40000 £1 Preference Shares, and 60000 £1 
Ordinary Shares. Prepare Revenue A/c. and B/S. from the 
following T.B. Reserve for Wages, £48 ; Discounts, £350; Bad 
Debts, £200. Depreciate Freehold Property at the rate of Len 
per ann., Plant & Machinery, 74% per ann. ; Linotype Installa- 


tion, 10% per ann. ; Motor Vans, 15% per ann, The amount 
received for Advertisensonts includes £180 which will not run off - 


until 1910. The Sales inelude Papers prepaid for 1910 amount- 
ing to £350. Stock, 3let Dec., 1909, £1646 15 ~. 


ee ee Wr epttautinendl 
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Br. Balances— | | Br. Balances continued— 
Calls in arrear .........+. ; E753 Wages - is .c.0cccice slowtaneiell -s--. £1000 
Freehold Property, 1/1/09 t - 28000 Trade Charges .+......+0+ . 7860 
Plant & papeeeh 1/1/09 .. 9500 Correspondence ........... 4365 
Returns & unsolds ........ 2650 Discounts allowed ........ . 855. 
Divs. acerued on Investments 300 Commission. 2.%. icc aan . 380 
Cash inthand tscreciss oheicecls 130 Printing and Stationery «ie sje LON 
Liverpoo Banking “Go. “Ltd. 5295 | Free Copies s...k..o aesaae - 695 
DOEDtoOrs sara. Hees oes 5800 | Bad Debts ...... sysboeiecite Se 75 
Linotype InstaKation, 1/1/09 1800 | Repairs .............. eta ELOD 
Linotype Installation, additions yt Balances— 
made on 30/6/09 ......... 135 4000 Cum. Pref. Shares of £1 
’ Additions to Plant & Machin- ~ each, 7/6. paid: Scenics. sire 15000 
ery made on 30/6/09 ..... 980 60000 Ordinary Shares of €1 y 
LOCK 1/1 OO AS syesclacerevevsle tier 1750 | . each, 5/- called up........ 15000 
{Investments at cost ........ 6340 Calls in advance ..... ACY, 150 
Motor Cars, Vans, &., 1/1/09 845 Sundry Creditors ......... - _ 7300 
Motor Cars, Vans, &e., abe 3 Reserve, 1/1/09 ....... . 10000 
tions made on 30/6/09 . 96 Sales (cash and credit) seeas 22650 
Purchases of Paper ........ 8250 | Advertisements ........... 19090 
Purchases of Ink .......... 475 Po & Le Ale., 1/1/09. Sos. oe 7320 
Salaries: as (swaistnsrstee setae ae 9230 Bank Interest, Dividends, &e. 130 
Answer.—Bal. for Distribution £10559 5 ; Total B/S. £58512 5. 


PART III. 8 lL. Brier (with cash £8000) and C. Oke ~ 


(without capital) enter into partnership on Ist Jan., 1905, the 
agreement stipulating that Brier was to receive 5% interest on 
his capital before dividing any profit, which was divisible 
three-fifths and two-fifths respectively. On 3lst Dec., 1909, 
they agree upon a dissolution, whem the B/S. was as follows :— 


Liabilities. Assets. 

L. Brier, Capital A/e. ....... £8000 | Book Debts ..... Seale +. +-814000 
J. Harrison, Loan Aye.) sceee 4000 | Stock-in-trade ........... .». 5700 
Sundry Creditors ........... 4200 | Machinery, &e. ............, 2400 

Balance of P. & L. piss £10 Drawings Ale. — ee S 
Profit for year 1909 .. 2500 12500 HO Ral cies: ts AAG Ma ar 
On OKC rs cate tele aeater ce en Oe 
: £28700 | £28700 

. ree fia * — 


L. Brier has not been credited with any interest since the 
commencement of the partnership. No interest on drawings or 
. undistributed profits is to be taken into account. The book 
debts realised £13600; stock-in-trade £4900; machinery £2800. 
An amount of £500 was also received for goodwill, which had not 
appeared in the books. Write up the necessary a/es. to give 
effect to the above, assuming that all liabilities are discharged 
and that the costs of realisation, amounting to £300, are also 
paid by cash. Show the closing of the partners’ capital a/es. 
The interest on L. Brier’s capital is to be reckoned for each year 
on the original figure of £8000, and no interest on interest need 
be taken into account. 


LANCASHIRE & CHESHIRE INSTITUTES. (Senior, 1911.) 

PARTI. 1, The following is the P. & L. A/c. of John Aines, 
for the year ended the 3lst March, 1911. Make out summary for 
income.tax purposes, showing the tax payable, assuming that the 
surveyor has agreed to assess on the one year’s profits. The 
business premises belong to John Aines, and are assessed under 
Schedule “A” at £120. The allowance for wear and tear is 5%, 


To Stock, 1st April, 1910...... £2123 <> = By Sales...... ese.» 8000 
go -PUTCHASES: 55. c es cc es eenes 5896 - —- », Stock, 3ist March, 

»’ Trade Expenses ... 748 1 8 OAL secret ct ecpcsretere 1548 
» John Aines, salary . NU Se betes: 5 1 aces 

oa. Life Ingarance’ +... .ws+0s 93. - - gpa 
» Schedule “A” tax .......- i (es Pica 

», Mortgage Int. £70, less tax.. 6518 4 

», Depreciation 10% per ann... 212) = — 

», Interest on Capital......... 103: — >> 

» Net Profit for the year ..... 156: ==" — - 

Answer.—Net Assessment, £461 18 4. 


2, What do you understand by (a) Floating capital, (6) Fixed 
capital, (c) Gilt edged securities ? 8. On the 3list Dec., 1910, 
your cash book shows that you have in bank the sum of £1200. 
On checking your cash book with the bank pass book you find 
that cheques drawn amounting to £212 have not passed through 


the bank, and also that the bank have not eredited you with a. 


sum of £108, cheques paid in on the 31st Dec., 1910. On the 
game date the pass book shows that the bank have credited you 
with interest, less charges, £24, which you have not passed 
through your cash book. Draw up.a Reconciliation a/c. show- 
ing adjustments between your bank pass book and cash book. 
4, Explain the diffeyeace between (a) Debenture stock. (b) 
Debentures to bearer. (c) Debentures to registered holder. 
5. What do you understand by the “ Double Account System ”’ 
and in what way does it differ from the “Single Account System’? 
6, On the 3lst Dec., 1910, John Allison and Albert Baker, 
trading as Allison & Baker, Cotton Spinners, before taking out 
their B/S. for the year, decide to have a re-valuation made of 
certain mill premises which form part of the assets of the business. 
On the re-valuation being made it is found that the property is 
worth £10000 more than is shown in the books. It is their 
desire, that, the true_ value shall be, shown on their balance sheet. 


a 


How would you give effect to this in the books of the business ? 


“4 


> . 


PART II. The following is a T.B. extracted from the books 
of the Pleasant Hotel Co., Ltd., on the 31st Dec., 1910, from 
which prepare Revenue A/c. and B/S. Nominal Capital, 
£25000 divided into 10000 5% cumulative pref. shares of £1 each, 
and 10000 ordy. shares of £1 each, and 5000 deferred ordy. 
shares of £1 each. Reserve for debenture int., less tax @ 1s. 2d. 
in the £; wages and salaries, £128. Stock, 31st Dec., 1910— 
Beer, wines, spirits, &c., £2520; provisions, £164. Depreciate 
furniture & fittings 5% for the year. Prepare P. & L. Appro- 
priation a/c., assuming that after the ordinary shareholders are 
allowed 10% free of tax, the deferred ordinary shareholders are 
to be paid a dividend of 10% free of tax, and the balance e/f. 


-Dr. Balances— 


Dr. Balances continued— 


Purchases— -- Debtors for apartments not 
Beer, wine & spirits, &c. .. £5450 yet .enteredi oss... cc. seen £152 
Provisions..... Riri Nees - 4580 | Additions to freehold ...... 2112 
Wages & Salaries .......... 5230 
Rates, taxes, insurance, Cr. Balances— : 
licenses, G&0s— ox. sas ++» 1890 | 8500 5% Cuntulative Pref, 

MUN OEV cy. aos cies) crodc ses elke 313 SHATOS Giese cssisiordle leche 8500 
Coala eee Bata cotsrMeratere 129 | 9000 Ordinary shares fully paid 9000 
Carriage & portérage ....... 236 5000 Deferred Ordy. shares 
Sundry Trade Expenses 584 issued to vendors.as fully pd. 5000 
Advertising c= aes octane 471 Takings—Beer, wines, spiri 
ROPAales” 5.0 Seo eee 208 GCoasisewtae tess Ae AS 7862 
Freehold Land & Buildings 35000 Sales:of food. o...ceecse 6263 
Furniture & Fittings ....... 367 Apartments ........ amie ce 8191 
Stocks :—1st Jan., 1910— Billiards4..02 0s mene aBseroraie - 212 

Beer, wines, spirits, &c. .. 2128 Sundry Receipts .......... oe 159 

PLOVISIENS Aaa eas coe ee 320 Discounts received ......... 390 
Cash in hand, £123 12s. 11d. Transfer Fees ...........2. 6 
Preliminary Expenses ...... 864 200 44% 1st Mortgage deben- 
Debenture Int. paid less tax tures of £100 each ....... 000 

to 31st Oct., 1910, £706 5s. P. & L. A/c., 1st Jan., 1910 1510 
Investments ...........:.. 5069 | Sundry Creditors ...... vee 4980: 
Goodwill at cost to Company 10000 Reserve Fund ....... wrt 5000- 
Interim dividend on prefer- Debtors for apartments not yet 

ence shares, half-year to 30th entered ovaries ak ee seen be 

June, 1910 ...£200 2s. id. Parr’s' Bank, Ltd: 25. 2. a0 wend? 


Answer.—WNet Profit, £3220 19; 
Total B/S. £59492 1 11, 


PART III. W. Lone and T.. 
in the firm of Lone, Stanley 
follows :—W. Lone %rds and T. 
the B/S. of the firm on 31st Dec., 1908 :— - 


Balance. c/f. £2930 14 10; 


Stanley are trading as partners 
& Co., profits being shared as 


Stanley 4rd. The following is 


- 


Liabilities. Assets. 
W. Lone, Capital A/c. ....... £2000 | Cash ....... aareepateas aisty eee we OOaes 
1. Stanley, Capital A/c. ..... 1800 | Sundry Agsets........... eee 27600 
Sundry Creditors ........... 24000 


On the Ist Jan., 1909, they admit M. Maxwell 
the following terms :—(a) Profits are 
W. Lone, 2ths to T. Stanley, 
Maxwell to bring £1000 as his 


as @ partner, on 
to be divided as to 3ths to 
and 4th to M. Maxwell. (6) M. 
{ capital. (c) A Goodwill A/c. is 
to be raised for £1800, this sum to be credited to the old 
partners. (d) W. Lone is at liberty to withdraw £400 of his 
capital on lst Jan., 1909. (e) M. Maxwell to have a salary of 
£400 per ann. out of profits, (f) Interest to be allowed on 


- 
7 


¥. 


= 


partner’s capital a/cs. at the rate of 5% per ann. No interest 
on ordinary drawings to be taken into a/c. Each partner is at 
liberty to draw £40 a month in anticipation of profits (in the 
case of M. Maxwell the £40 is in anticipation of profits and 
salary). Assume that all transactions mentioned above have — 
been carried out. The profits for the year ended 3lst Dec., 
1909, before making any allowance for M. Maxwell’s salary, or 
for interest on partner’s capital, amounted to £2510. Show the 
partner's Capital A/cs., as on 3lst Dec., 1909. 

Answer.— Balance of Cap. Afcs., W.L., £3360; T.S.,£2640 ; 
M.M., £1270. ; 


LANCASHIRE & CHESHIRE INSTITUTES. (Senior, 1912.) 


PARTI. 1. A merchant sells goods, as follows :—1911, Nov. 

, 10, £250; Nov. 26, £100; Dec. 6, £300; Dec. 17, £50. Payment 

to be made by bill for 6 mos. from date of invoice. From what 

date can he draw a B/E. on his customer for the total amount, 

which will be equivalent to drawing separate bills from each of 
the dates given for the respective amounts ? 

2. ° The following is the B/S. of Ramsey and Ryan, as on the 
3lst Dec., 1911. Up to that date the books had been kept on an 
incomplete single entry system, and the firm wish you to open a 
new set of books on the system of double entry. What books 
would be required, what-procedure would be necessary to open 
them, and briefly what instructions would you give to the book- 
keeper as to their use ? 


Liabilities. | Assets, 
Sundry Creditors ........... $320 | Cash in hand ......-.-.cceeee £10 
Reserve for Wages owing .... 30 Cashat Bank... oc ccc cwisewee 250 
Capital A/es. :— Sundry Debtors .......2ssee. 700 
» RAMBCY ce eececeese £700 | Stock-in-Trade......eeceerees 540 
3 ALTA ats IPERS 700 1400 | Office Furniture...........-.- 50. 
Plant & Machinery .......... 200 


3. A company issues £10,000 Debenture Stock at 95%, and 
pays 1% for underwriting it. Record the transactions in the 
Company’s books by Journal entry. 4. Define a Balance Sheet 
and a Statement of Affairs, and explain the difference (if any) 
between them. 5. State briefly the facts that would guide you 
in arriving at the proper figure of depreciation to write off the 
following assets :—(a) Plant & Machinery. (6) Leases.  (c) 
Patents. 6. ~A merchant sold goods to the extent of £5217, and 
realised a profit of 38.75% on his sales. What was the cost 
price of goods sold ? : 

PART II. Farndale & MacLeod, Ltd., Wholesale Stationers, 
Liverpool, have a registered Cap. of 75000 Shares of £1 each, 
upon which 15/- per share has been called up. Owing to default 
by non-payment of calls 500 shares upon which £100 has been , 
received, have been forfeited in accordance with the Articles of 
Association. From the following T.B. extracted from the books 
on 31st Dec., 1911, prepare Trading A/c., P. & L. A/e. and 
B/S. Reserve £500 for Wages, allow 24% off Debtors and 
Creditors for dis. Insurance is prepaid £12. Depreciate 


= 
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Leasehold Premises 1% per ann., Plant & Machy. 5% per ann., 


Office Furniture 5% per ann. Reservo £125 for Bad Debts. 


Stock, 31st Dec., 1911, £4174 


Dr. Balances— Dr. Balances continued— | 
Galis inpArrearsy.... an eeteces £75 | P.& L. A/c., lst Jan., 1911 . £100 
Leasehold Premises,Jan.,1911 30500 Discounts allowed ..... £2474/15s. 
Plant & Machy., Jan., 1911 ~-11000 Sundry Debtors .:......... 11650 
Additions thereto during year, Debenture Int. half-year to 30th 
to be taken as made on 1st June, 1911, pd. less tax. .£141/5s. 
July AOI A cialis pex<) 800 4" Ditectors® Hees... sees 200 
Bad Debts. ce suceesmari mis 2124 GOOOWilL Ss ess 2 a soees oe te 10000 
Cash in nand’ ..4... 5% Reeretals 10 Advertising Places, &c., at sta- 
_ Office Furniture, Jan., 1911 65 tions as at 1st Jan., 1911, to 
Stock, Ist Jan., 1911 ....... 3560 be written off over 3 years.. 600 
PUTCNASOS ature cavete cree S +-- 21049 - 
Wate! Sienna sen eee +... 10747 | Gr. Balances— a 
Salaries ance e er ae >.>. 1020) ‘Share Capital. ....2%2. eebae DOSTD 
Carriage Inwards........... 74 Forfeited Share A/e. ....... 100 
Carriage Outwards ......... 119 | Reserve, Ist Jan., 1911 ..... 2000 
Insurance <2. 63 ....%. +» | 87 | Sundry Creditors ...... sone 12507 
Postages & Telegrams : ac 43 Bank Overdraft .........2. 125 
Rates, Taxes, &. .... 482 Sales xcs ones wee eewee es 40700. 
Office Wages ....... 389 | Discounts received ......... * 327 
Advertisin 58 Debentures, 500 at £10 ea 
Repairs to 61 bearing int. at 6% p.a. ... 5000 


Answer.—Gross Profit £8944; Net Profit £2339 12 6; Total-of 


PART III. J. Dyson and W. Daw traded in partnership as 
Dyson & Co., sharing profits and losses rds. and ard. respec- 
tively, and on the 31st Dec., 1911, their B/S. was as follows — 


~ Liabilities. sits Assets. 

Sundry Creditors ........... £%000 | Cash in hand ................ £15 
Bills Payable —- 2... Wc cs eee 500 | Bills Receivable...........-.. 2 
Bank Overdraft ......... --- 1115 | Sundry Debtors ........ £3000 
Capital A/es, :— Less Reserve for Dis. 

DAD YSN ssc £2000 ,. and Bad Debts ...)... 150 2850 

W. DaWass% ocsicek ot 1000 3000 — 

Stock-in-Trade............... 2500 
| Plant & Machinery .:........ 1000. 


LANCASHIRE & CHESHIRE INSTITUTES, (Senior, 1913.) 


PART I. 4, Can a trader who ke ps his books by single 


entry ascertain the position of his affairs at the end of the year, 
and whether he has made a profit or a loss during the year ? 
Would the results obtained by a trader who keeps his books on 
the double entry system he equally reliable ? Give your reasons. 
2. What do you understand by the following :—(a) Contingent 
liability ; (6) Collateral security ; (c) Bonus ? ; 
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_ $. A Limited Company acquired a business as a going concern _ 
on the basis of accounts made up to the 31st JAE, I, being 
two months prior to the incorporation of the Company, On 
the 31st Oct., 1912, the books of the Company were closed and 
the accounts showed a net profit for the year of £9,464. How 
would you deal with the item. of profit in the absence of any 
express condition ?, 4. A summary of receipts and payments 
for the year 1912, for the Cheshire Athletic Club, is presented to 
you, and you are requested to draw up an income and expendi- 
ture account for the year. What further information would you 
require, and how would you proceed ? 

5. In preparing accounts for the Surveyor of Taxes showing 
profits taxable under Schedule D, how would you deal with the 
following items :—(a) Bank interest and charges; (6) Loan 
interest ; (c) Repairs to premises; (d) Charitable donations ; (e) 
Preliminary expenses written off; (f) Depreciation on fixtures. 
6. How would you deal with the following items when prepar- 
ing the annual accounts of a limited company ? (a) Interim 
dividend paid on ordinary shares of £3,000; (6) Transfer of 
£5;000 of profit to reserve fund ; (c) £1,000 expenses incurred in 
issue of £12,000 5% debentures, repayable in 12 years from date 
of issue; (d) Arrears of dividend on cumulative preference — 
shares. = __ % 

PART II. Mason & Smithson, Ltd., brewers, Manchester, 
have a registered capital of 50,000 shares of £1 each, divided into 

25,000 6% cumulative preference shares and 25,000 ordinary 
shares. There has been called up on the ordinary shares 10s. 
per share, while the preference shares are fully paid. From 
the T.B. prepare Trading, P. & L. A/es. and B/S. on 31st 
Dee., 1912. Write depreciation off the following :—Barrels 15% ; 
Horses and Drays 10%; Plant and Machinery 74%; Furniture 
and Fittings 5%. Rates are paid in advance £37; Reserve 5% 
off the debtors for discounts (before deducting bad debts 
reserve). Reserve £200 off the debtors for bad debts. Stock 
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Answer.—Gross Profit, £ 
Total of B/S. £65849 7 ~ 


£12,718. Ae aS 
Dr. Balances— Dr. Balances continued— 
Freehold Property ...£21500 -—| Furniture & Fittings £112 - - 
Goodwill A/e. ....... 5000 - -| Bad Debts.......... 215 - - 
Formation Expenses... 750 - —- Beer duty paid ...... 5763 - - 
WARES .. ve cereenece 3417 10 6 | Oashinhand........ 10: - = 
Purchases, Brewing Horses & Drays ..... 562 - - 
Materials. 61. dcc00s 32526 -— — | Cr, Balances— 
Commissions ........ 515 14 4.| Preference Share Cap. 25000 - - 
Loan Int. pd. less Tax Ordinary Share Cap... 12500 - ~ 
$0 S0/G/4 2. oc’ 58 | Cash paid on Shares for- 
Discounts=—. . fsicic'e sis 2368 - - feited and since re- 
Travelling Hxs....... 1812 - - issued (To be transferr- 
Rates & Taxes ...... 1400 -— = ed to Freehold Prop- 
General Trade Exs.... 3659 - — OLLY GAC.) hercfers <eis.0 ea 15 - = 
Repairs & Renewals 663 10 - Loan on Mortgage at 
IDTICS cy. oteraie'<o/scesace's 1852 - - 5% per annum ..... 3750 - - 
Stock, 1/1/12 .......% 14511. - - Res. for Doubtful Debts 200 - —- 
P. & L. Aje. 1/1/12 2425 —- —| Reserve Fund ....... 5000 - = 
Plant & Machinery 5614 - -—| Sales..... Moapneee 66796 -— - 
NSSNTOIS! 5 101 clsisisiesciee.s Vt == Creditors. ... +0 sece.ss 10715 - = 
Debtors .....cceeves 20825 = - Rents Received ..... 279 - = 
Directors’ Fees ...... 1300 - - | Steadfast Bank, Ltd.. 3411 - 6 
3296 9 6; Net Profit, £7810 - 10, 


| 


2 


PART TI. On 31st Dec., 1912, Wm. Gardiner finds that he 
is unable to pay his creditors in full. From his books and papers 
and information supplied by him the following particulars were 
obtained :—Debtors (Good £1000 ;- Doubtful £450, estimated to 
produce £75; Bad £225) £1075; Cash in hand £28 ;_Invest- 


ments in the Popular Manufacturing Co. £1000 (which is in — 
liquidation and is expected to pay 10s. in the £); Property | 


£2896, estimated to realise £2000; Stock-in-Trade £650, esti- 
mated to realise £500; Value of Securities pledged with fully 
secured creditors £15720; Creditors unsecured £4870; Fully 
secured £10000; Partly secured (who have a second charge 
on securities deposited with fully secured creditors) £7500 ; 
Preferential claims, wages and taxes £345; Contingent liability 
on bills discounted £500, expected to rank £50. Prepare a 
Statement of Affairs, also make out Deficiency A/c. from Ist 
Jan., 1910, when he had a Capital of £2000. Profits :—1910, 
£500; 1911, £500; Loss, 1912, £866. Withdrawals have been 
at the rate of £800 per year in addition to other losses which 
~ have averaged £160 per annurp. (Deficiency £2942.) 


LANCASHIRE & CHESHIRE INSTITUTES. (Senior, 1915.) 


Part I. 4. Explain briefly the object of a bad debt reserve. 
Upon what basis is it usually formed, and how does it aftect.the 
Profit & Loss A/c. and Balance Sheet? 2,- Prepare from the 
following figures a “Sales Ledger Adjustment A/c.” as it would 
be shown in the private ledger of a company which balances its 
ledgers separately :—Jan. 1, 1914, Balances due from debtors, 
£1281 9s. 2d.; Dec. 31, 1914, Cash received from debtors, £7712 
9s. 7d.; Bad Debts, £120 6s. 6d. ; Interest charged to customers, 
£82 13s. 4d.; Discounts allowed, £280 18s. 3d.; Returns from 
customers, £491 lds. 4d.; Sales during year, £8962 5s. 9d. ; 
Transfers from Dr. side of bought ledger, £9 4s. ld. The 
balances due from debtors at Dec. 31, 1914, as extracted from 
the sales ledger, amounted to £1711 15s. 6d. 


3. The A. Co. Ltd., is in voluntary liquidation. The paid 
‘up share capital consists of 5000 6% Preference Shares and 2500 
Ordinary Shares, all of £1 each. The assets realised £9000. 
The unsecured creditors amounted to £2250, and the costs of 
realisation (including the liquidator’s remuneration) were £500. 
The pref. shares are preferential as to capital. Show the 
- Realisation A/c. 4, What is a-“‘ Secret Reserve ” ? Mention 
as many examples as you can of secret reserves that could be 
made by a joint stock bank. = 


5. Make out Return of Jamés Watkins, showing his liability 
for income tax for 1915-16. His average profits for the years 
1912, 1913, and 1914 have been agreed with the Surveyor at 
£450, £670, and £320 respectively. He owns the house in which 
he resides, which is assessed under Sch. A. at £50. There is a 
mortgage on the house at £400 at 4%. He holds £2000 Great 
Eastern Railway 4% Pref. Stock and £1000 India 33% Stock. 
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» A trustee in bankruptcy realised £2300 from the assets of 
the estate, thé expenses of realisation (excluding the trustee’s 
remuneration) being £85. The committee of inspection decided 
that the remuneration of the trustee be allowed at 5% on assets 
realised and 5% on the amount distributed in dividend. The 
unsecured creditors were £6000. Prepare an A/c. showing what 
dividend the unsecured creditors received. 


Part II. The following is the T.B, of Maltkins, Ltd:, at 31 
Deec., 1914. The authorised capital is £100,000, divided into 
10000 6% pref. shares of £5 each, of which 8500 are issued and 
fully paid, and 10000 ord. shares of £5 each, all of which are 
issued and £4 per share paid up thereon. Prepare a Trading 
A/e., P. & L. A/e., Appropriation A/c., and B/S. The Stock 
at 31 Dec., 1914, was :—Malt, £5441 8s. 5d.; Barley, £1728 16s. 
4d. Plant and Machinery is to be depreciated at 74% per ann., 
and 10% is to be written off horses and wagons. A reserve for 
discount of 5% on the full amount of the debtors is to be made, - 
and £150 provided as a reserve for doubtful debts. The articles 
ot association provide that after payment of the pref. dividend 
the ordinary shareholders are to receive 5% (free of tax) on their 
holdings, and the balance of profit is to be appropriated as 
follows :—(a) 10% to the directors, as additional remuneration ; 
(6) 25% to reserve; (c) the remainder as determined by the 
company in general meeting. = 


wwmoow!s | 


Dr. Balances— Dr. Balances continued— 

Freehold Land & Build- Trade Expenses ..... £343 15 6 
REMOOR CU ete cia 50.05, use £56500 - - Coal and Coke ...... 1741 7 2 

Plant and Machinery _ 3620 16 8 | Directors’ Fees ...... 250 - - 

Horses and Wagons .. 481 <3 4) > Income Tax? to .s5. 422 110 

Sundry Debtors ..... 9882 6 8 Dividend on Pref. Shares 

Stocks :—1st Jan.,1914 for year ended 31Dec., 
Balt arsed etsrmienstes.e + 7644 12 9 1914 (less tax paid).. 2353 8 9 
Barley . 1891 9 2) Purchases :— 

Wider. iss<erene 2 4a8l 18-3 Barlev,-&c. ..1;.... 71021 3 5 

Carriage and Freight Goodwill, at cest to Co. 20000 - - 
EPREAM OS Sictore 0100s dn. 2072 6 4) Cash in hand ....5... 87 610 

Salaries & Commission 1782 9 1 | Gr. Balances— ’ 

Printing & Stationery 101 8 9 Preference Shares .... 42500 —- 

Discount allowed..... 2184 13 2) Ordinary Shares ..... 40000 — 

Horsekeep and Stable < REeSCIve *.0.252s000se8 4892 17 
UX PENSER nc ee ave CO) fa el es) P.& L.A/e.,1 Jan.,1914 1680 11 

’ Rates, Taxes & Insur. 172 8 5 Discount received ... 1624 12 

Gas and Water ...... S227" 7 Sales :—Malt ........ 

Repairs and Renewals 864 9 1 Sundry Creditors .... 

Bank Charges ....... 271 16 3]| Bank Overdraft 


. Answer.—Gross Profit £13210 16 3; Net Profit £5383 8 9; 
Bal. c/f. £1761 17 8; Total B/S. £96778 24. 


Part li]. The following balances were extracted from the 
books of the Swandale Bank, Ltd., on 31 Dec., 1914. Prepare 
therofrom a P. & L. A/e. for the half-year, and a B/S. on that 
date. £1500 is to be written off bank premises and a reserve of 
£7000 provided against depreciation of investments. Rebate 
on bills not due at 31 Dec., 1914, was £2842. Provide for the 
payment of a dividend of 15% free of tax. 
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d “__ | Gr, Balances— ae 
slariesand Other Expenses £26480 | Int. charged to Customers 250740 : 


Js Balances— 


Bank Premises ......... 41670 | Discount charged on Bills 
Bills Discounted ......... 641264 _ Discounted (including re-" 
Advances to Customers-and bate b/f. from 30 June, 
other -A/cs.- 3 5 o's nee. 1780360 LOLA eeiee Sle vive srofthare = eel Oe 
Investments :—Consols and FRERCEVO Pe clordiore loles oslo Ble 150000 
other British Gov. Secur- Capital :—50000 Shares of 
LCE ES Gola aane ee eee - 561440 £10 each, £4 paid ...... 200000. 
| Indian Gov. & Rly. Stocks ~ 91590 P. & L. A/e.—Balance 30 , 
Colonial Gov. Securities, UHC OTE. oe ee ee ote 12693 
Brit. Corp. Stocks & Brit. Current Deposit and other 
Rly. Debenture Stocks 168300 AICS. jameson ave anaes +. 90979363 
Other Investments ....... 1920 Liability of Customers for 
Interest paid to Customers 14850 Acceptances ........ .» 140284 
Acceptances for Customers 140284 | Interest on Investments .. 25416 
Cashin hand and atB.of E. 762584 
Cash at calland short notice 341970 


Answer.—P. & L. A/c. Bal. c/f. £6177; Total B/S. £4529882. 


LANCASHIRE & CHESHIRE INSTITUTES. (Senior, 1916.) 


PART I. 4. The X.Y. Co., Ltd., was incorporated ‘on the 
ist May, 1915, to take over an existing business as from the Ist 
Jan., 1915. The share cap., all fully paid, on Ist May, 1915, was 
£10000.. The profit for the year ended 31st Dec., 1915, after 
providing for depreciation, &c., amounted to £1200. Show how 


_you would propose to deal with this amount. 2. ‘What ig the 


difference between “capital” and ‘‘ revenue ” expenditure? 
State to which class the following belong :—Repairs to machin- 
ery; preliminary expenses; repairs to buildings, additions to 
machinery. 

3. The net profit of A.B., who occupies his own premises, 
for 1914 was £2400 after charging A.B.’s salary £250, bad debts 
(actual) £75, income tax, Sch. “ A” (at 1/8) £15, Sch. “D” £220, 
depreciation of plant £92, and bank int. on current a/e., £52. 
The surveyor allows 5% for wear and tear of plant valued at 
£1000, and has agreed the profits for 1912 and 1913 respectively 
at £2852 and £2460. Show on what amount tax under Sch. 
““D” would be payable for the year ended 5th Apl., 1916. 


4. Dr. Trading A/e. Cr. 
To Stock—Goods ......£2500 By Sales ...... gists eignealatcesens £20000 
Materials ... 600 £3100 | 4, Stock—Goods...... 


000 
Materials ... 700 2700 


» Purchases 
x» Wages 


eee erro res 


: _ £22700 £22700 


From the above a/c. state :—(1) The cost of materials used ; 
(2) The percentage of gross profit on turnover; (3) The cost price 
of the goods sold, and show how you arrive at your answer. 


_5. The Deacon Co., Ltd., have a paid-up cap. of £50000; 
divided into 50000 shares of £1 each. It is decided to pay a 
bonus out of reserve of 4s. per share, and at the same time to 
lesue & further 10000 shares. Assuming that the new shareg 
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were taken up by the shareholders in proportion to their holdings 
in the Co., and that the bonus was returned by the shareholders 
in payment thereof, draft the journal and cash book entries 
necessary to record these transactions. 6. State shortly what 
you consider to be the advantages of the conversion of a private 
firm into a limited liability Co. 

PART i. The Woollen Co., Ltd., has a called-up share cap. 
of £30000, divided into 15000 7% cum. pref. shares of £1 each, 
and 20000 £1 ord. shares, 15s. called up, part of an authorised 
cap. of £20000 shares of each class. Prepare Trading, P. & L. 
A/cs., and B/S., at 31st Dec., 1915, from the following T.B. 
Write depreciation at 2% per anh. off land and buildings, 5% off 
plant and machinery, 20% off cards, and 5% off fixtures and 
furniture. Reserve £300 for bad debts and 5% on total debtors 
for dis. Rates & insurance are prepaid £95. The directors are 
entitled to a further remuneration of 5% of the net profit before 
charging their remuneration, income tax, or deb. int. There ig 
a contingent liability on bills discounted amounting to £520. 
oe week of finished goods at 31st Dec., 1915, was valued at 


Dr. Balances— Dr. Balances continued— 
Land & Buildings ... £9400 - - Bad Debts ......-..- £272 <= 
Plant & Machinery .. 6620 6 8 Directors’ Remuneration 500 = - 
Cards ...-....2.+5+- 512 10 -—| Income Tax .......- G42 6 8 
Fixtures & Furniture 968 i=. = |. Discounts for. saves Ose 
Sundry Debtors ..... 12151 10 —-‘| Bills Receivable...... DADs 6 = 
Cash in hand ........ 36 10 2) Stock of finished goods, 
Materials consumed— Ist Jan., 1915 ..... 9761 15 - 
Raw Wool........ 31247 18 4 Int. on debentures, less 
Varn ....seeeee eee 2712 6 - tax, to 30th June,1915 223 19 2 
Scribbling, scouring, Goodwill ........--; 15000 °- — 
& dyeing Tequisites 1271 3 - | Callsinarrearon ord.shs.1500 -- —- 
Carriage on purchases 160 7 4/1 Cr. Balances— 
Productive wages .... 7622 7 10 Share Cap... oge<0% 30000 Ss — 
Sales returns ........ BE i Vln Sundry Creditors 5376 12 9 
Coal and Coke ...... 1272 3 -| Bank Overdratt ..... 5183 6 8 
Rates and Insurance 392 6 6| P.&L. A/c. 1st Jan.,15 2720 12. 9 
Tncidental Expenses 92 8 - BLES ee peceeins Stale se 1892 5 =- 
Salaries and Comm... 129610 — 5% Debentures ..... 180007 =—— = 
Bank Int. and Charges 26012 6 


Note.—Income tax on the debenture int. due 31st Dec., 1915, 
should be deducted at 3/3 in the £. g 


PARTI. Jackson & Brown, equal partners, decided to eon- 
vert their business into a Private Ltd. Co., as on 31st Dec., 
1915, on which date their position was as follows :—Liabilities : 
Sundry Creditors, £3350; Loan on Mortgage, £3000 ; Jackson’s 
Cap., £11000 ; Brown’s Cap., £10000. Assets :—Cash at Bank, 
£1000; Sundry Debtors, £5000; Stock-in-trade, £7500; Motor 
Vans, £750; Machy. & Plant, £4600; Land & Buildings, £8500. 
The new Co: purchased the assets (exclusive of cash) for £24000, 
and also agreed to discharge the liabilities. The purchase price 
was payable as to £18000 in £1 shares and the bal. in cash. 
The partners took 9000 shares each, and cash to settle the 
amounts due to them. Show the journal and ledger entries 
necessary to close the books of the partnership. 


Ne 


___ MIDLAND COUNTIES UNION. (Advanced, 1906.) 


PART I. From the following T.B. prepare Trading, P. & L. 


A/cs. and B/S. of Messrs. H. Oakley and W. Denham, Harness 


Manufacturers, as on 3lst Dec., 1905, sharing profits and losses 7 


> 


equally. _ Allow interest on Partners’ Capital at 5% per ann. ; 
depreciate Machinery and Plant 74% 3 _ Fixtures and Fittings 


6%; provide for Bad and Doubtful Debts 5%, and for a half- — 


year’s int. on Mortgage at 5% per ann. to 31st Dec., 1905; 
carry 73% of net profit (if any) to the Reserve Fund. Stock, 
£14725 2 6. < . 


Dr. Balances— Dr. Balances continued— 
Freehold Premises....£13100 - - General Trade Exs. A/e.£1040-17 2 
Fixtures & Fittings A/c. 3600 - — Repairs Aje.....2. ors 837 182 
Wages A/Ga cae s ¢ 4°| H.O.’sDrawgs.(incl.int.) 1767 10 — 
Machy: & Plant A/c. 6000 - -—| W.D.’s 3 a 1482 10 = 
Cash Ayah aes 472 14 7 | Cr. Balances— 
Purchases A/e. ...... 31938 10° 7 H.O.Cap.A/c.(iJan.,’05)10000 = 
alaries As Gox sas viaehs 2 550. = ee OW DD Seen E. 8000 - 
StockAjc.(1 Jan.,1905) 10910 5 5 Bills Payable A fOr Set 240 Dees 
ates & Taxes A/e. .. 251 9 11! Mort. on Premises Ale, 4500 — 
Office Expenses A/c. 104.--b: 3 Sundry Creditors .... 13802 18 
Carriage A/C... secu ee 1066 2 9 Res. Fund (for conting.) 1050 - 
Insurauce A/e. ...... 191-11 4 Sales A /cly— ae 45230 2 1 
Sundry Debtors: <..s5.. 8510). — == l= Banker SA Cre osiniee 37 = 
Int. on Mortgage A/c. 112 10. -- Int. & Discount A/e. 43 12 


Answer.—Gross Profit £9010 5 3; Net £4311 10 7; Total of 


B/S. £45316 7 1. 


PART II. Five questions only are to be attempted. 14. What 
is the object of Cost A/cs.? State the two essentially different 
classes of such a/es. 2. What do you understand by the follow- 
ing :—B/E., B/P., P/N., N/P., B/R., Days of Grace? 3. State 
the advantages that are derived by the Drawer and the Acceptor 
of a Bill. 4. In what Book or Books would you enter the 
following transaction :—William Miller returned to you 5000 


bricks which you had sold to him @ 18/- per M.? 5. What =) 


abatements are allowed in assessing for the purpose of Income 
Tax, the income of (1) a private person, (2) a Joint Stock 
Company ? 6. What is a Bill of Lading ? State as far as you 
can the details that appear thereon. 7. What is the object of 
the London Bankers Clearing House ? : 


MIDLAND COUNTIES UNION. (Advanced, 1907.) 


PART I. Prepare Trading, P. & L. A/es. and B/S. H. 
Shepherd and G. Elkington entered into co-partnership as 
Builders and Contractors on Ist J an.,.1906. Elkington’s capital 
was £1000, Shepherd’s was £4000. Profits_or losses were to be 
shared equally, 5% was to be credited to each partner in respect 
of his cap. and 5% was to be charged on their respective drawings. 
Elkington was to be credited with £25 each quarter as: salary 
for management. The following is the T.B. on 31st Dec., 1906. 
No interest had been charged either upon the capital or upon 
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drawings, nor had Elkington been credited with his salaiy. 
The Steck was £3750. The drawings of the partners had been 
as follows :—Shepherd, Feb. Ist, £50; April Ist, £100; June 
Ist, £50; Aug. Ist, £50; Oct. Ist, £100; Dec. Ist, £50. 
Elkington, Feb. Ist, £25; March Ist, £37 10; May Ist, £62 10; 
June Ist, £50; August Ist, £25; Sept. lst, £37 10; Nov.-Ist, 


£62 10; Dec. Ist, £50. 


Br. Balanees— By. Balanses continued— 


Purchases ..... 6 6| Plant andTools...... £1437 14 5 
(or G] eae Gon coer Patt Shepherd’s Drawings... 400 - - 
ROR estate. atta ie hogea Elkington’s Drawings 850 - - 
Taxes & Insurance.... 224 12. 6 Debters4vctcstese ee 4657 8 6 
General Charges ...... 108 2 2} Cr. Baiances— 4 

DOC SS res 2500 - =| Sales ....-......0-60. 9756 10 7 
Interest & Discounts... 250 3 7 Bills Payable ........ 421 3° 4 
PAI MBLOHS che oxe o's pcreccree 457° 10 = Creditors! ax. ctx «02 1062 7 21 
NMG gee See Wetena sia 1304 2 6 EK tat oartivicoereaies 664 19 9 
Carriage & Freight .... 255 4 7 Shepherd’s Capital .... 4000 - - 
Repairs & Depreciation 212 5 7 Hikington’s Capital ... 1000 - - 


Answet.—Gross Profit £8089 17; Net £5979 18 2. 


PART IL. Five questions only are to be attempted. Answers 
are to be given briefly. 1. Give the primary divisions into 
which Ledger A/es. are divided, when it is impossible to keep 
all the a/es. in one Ledger. 2. State the meaning of the follow- 
ing as applied to a Company: “Limited,” “ Unlimited,” 
“‘ Private,” “Public.” 38. Define shortly :—“ Sinking Fund,” 
“Reserve Fund.” 4. Make out a Bill for £200 drawn on 6th 
Dec., 1906, by Hirons & Co., of Leicester, upon A. Jones; of 
Nottingham, and accepted by him. 5. What are the essential 
points in drafting a B/E.? 6. What do you understand by the 
following :—‘‘ Underwriter,” ‘‘ Trustee,” “ Surety,” ‘‘ Proxy ?” 
7. Give the meaning of ‘‘ Copyright.” State the minimum 


and maximum duration of a Copyright, and also how it is 


registered. 


MIDLAND COUNTIES UNION. (Advanced, 1909.) 


PARTI. G. Sykes and R. Simpson trade, on equal basis, as 
the Simplex Manufacturing Co. Prepare Trading, P. & L. A/e. 
and B/S. on 3lst Dec., 1908. Interest at 5% on partners’ 
Capital A/cs., ignoring Drawings. Transfer £75 from the 
Purchases A/c. and £115 from Wages A/c. to Additions to 
Plant; Depreciate Plant A/c. 5% off balance and 25% off 
additions; Furniture and Fittings A/c. 5%; add to Leasehold 
Premises Redemption A/c. 24% Interest on balance and Annual 
Instalment of £37 10; Reserve 5% for Bad and Doubtful Debts. 
Before dividing profits, J. Smith, the Works Manager, is to 
receive a bonus on the net profits of 2% up to £2500, and 14% 
on any Profits over that amount. Stock, 3lst Dec., 1908, 


£6378 12 6. 


im, ' — an at & i. erate ae Le 
ates aed tiie Ney presi he oa ase ee” 


dr. Balances— 


= 8. d- 

G. Sykes, Drawings A/e. 1000: — ~- 
R.Simpson,Drawgs.A/e. 750 - — 
Leasehold Premises... 3270 10 6 
Plant, Machy. & Touls, 

USb Jamie, Aaeere sree 6012 11 8° 
Do. additions during yr. 25217 4 Repairs to Plant .... 63 18 10 
Furniture, Fittings and Stock A/c., 1st Jan.,1908 5274 16 10 

INGULES coe eta 873 14 6 

Washv Alec se ata 35 17 21! Gr, Balances— 5: : 
Lloyd’s Bank, Ltd., : G. Sykes, Cap. 1Jan.,’08 8500 - —- 
<s Current: Aje.o.¢5 35.0, 1014 162.7 R. Simpson, Cap., 1s 
Bills Receivable A/c. 1173 16 22 Jan. F908 acco esces 44 1 - 
Purchases: 22 sek 22753 14 8} Leasehold Premises Re- 
Wages A/c., Producers 7642 12 9 demption A/c. ..... 675 - = 
Wages A/c., Non-prod. 1013 10 6 | Bills Payable A/c. ... 4573 19 10 
Discounts allowed ... 1975 14 6} Sales....<.......... 88350 2 6 
Carriage & Freight... 457 16 9 Discounts received ... 1162 8 10 
Sundry Trade Expenses 282 12 8]! Creditors ........... 5003 16 2 
Gd.Rent, Rates & Taxes 472 16 9| Bad Debts SY Ban ee 152 12 9 


Answer.—Gross Profit £8266 14 5: Net £3878 7 2; Smith's 
Bonus £70 13 6; Total B/S. £28126 15 8. 


PART II. 1. What are the rights and privileges of the 
holders of Mortgage Debentures, Cumulative Preference Shares, 
Deferred Shares? 2. T. Brown purchased a second-hand Lathe 
for £25 which he used for some time; but subsequently pur- 
chased a more modern Lathe from Sagar & Co., for £65, they 
agreeing to take the old Lathe in part payment; allowing for 
same £35. Show these entries in T. Brown’s A/es. 3. How 
should a manufacturer arrange his Trading A/c. having regard 

to the checking of his Cost A/es.? 4, Thompson & Co., of 
Canada, instruct P. Brown, of London, to draw upon them at 
sight in payment of a/c. £57 10. Give the form of the bill and 
describe how P. Brown would proceed to collect the same. 5. 
Explain the meaning of Receiver, Liquidator, Trustee, Deed of 
Assignment. 6, A firm keeps five Sales Ledgers. What rulings 
would be necessary in the Cash Book, Sales Day Books and 
Returns Book to enable them to have each Ledger separately 
balanced, and what items would need journalising to enable this 
to be systematically carried out? 7. The Reserve Fund of a 
Limited Company is invested in Consols, the market price of 
which varies from time to time ; how would these fluctuations 
be dealt with in preparing their B/S. ? 


MIDLAND COUNTIES UNION. (Advanced, 1910.) 


PART I. Prepare Trading, P. & L. A/cs. and B/S. of the 
Highburn Manufacturing Co., Ltd., from the following T.B. on 
30th June, 1909. Nominal Capital 40000 Ordy. Shares of 
£1 each. Depreciate Machinery & Plant 10%, Fixtures and 
Fittings 10%. Make up Reserve for Bad Debts to 74% of the 
Book Debts. Insurances are paid in advance to the extent of 
£96. Stock, 30th June, 1909, £6900. 


‘br. Balances— | Dr. Balan niied 
» Balan ; 5 ces continued— Sir 
Calls in arrear ............, £205 | Fixtures & Fittings......... £8780 
Stock, 1/7/08... ccc ceesevcave O587 Sundry Debtors ........... 12160. 
Purchases ........¢.20000. 22448 | Interest paid on Debentures ula 
“Returns from Customers ...;- 1174 | Dividend paid (Aug., 1908) 1415 
General Trade Expenses .... 1014 Cash in hand RACAL oP oe 43 
Ee EE acces ae FAAS A 13632 | Balance at Bank .......... 1427 
BAAR OIE coed. ie Geta, 6 > 2042 | Gr. Balances— 
Travelling Expenses ....... 758 .| 40000 Ordy.Shares,15/-ealled 30000 
UTRVOEUSING ce Scenic ce crak 870 100 Debentures, 44% @ £50 5000 
Rents, Rates, Taxes & Insce. 858} Returns to Creditors........ 1745 
WRSCHUHIE ci lalctitiey > Sere ten S OL Mt ABS RASS ur hscichste cccrcws taco vee. 46728 
Bank Interest & Commission 114 | Sundry Creditors ......... 7728 
Bad. Debts written off ...... 9 | Reserve Fund ....:....... . 50 
POAB ING cs Pata seg ROKR ++.» 12450 | Reserve for Bad Debts, 1/7/08 760 
Machinery & Plant ........ 18750 ,| Balance of P. & L. A/e. 1/7/08 3463 


Answer.—Gross £11582; Net £2843; Total B/S. £52414, 


PART If. 1. Explain: Agio, Allonge, General Average, 
York-Antwerp Rules. 2. Why.are Foreign B/E. made out in 
sets ? Are they always made ae so? Write out a Second of 
Exchange, drawn by Chas. Carr, of London, on Kishen Lall, of 
Baroda, 60 D/S. for £175, and convert into Rupees at 1/4. 
3. Name some preferential debts allowed to be paid before 
distribution of the estate of a bankrupt. 4. What are Exchequer 
Bills? 5. In the case of the death of a Shareholder what 
would you require before paying any dividends on account of 
the holding ? 6. Draw up a Return for Income Tax Assessment 
from your result of Part I., assuming that the assessments in 
the two previous years were: 1907, £2100 and 1908, £1760 
respectively. The following are included in the charges: £35, 
chief rent in rents, rates, &c.; gifts to the value of £50 in the 
general expenses ; and the Assessor will only allow depreciation. 
on the machinery at the rate of 74%; Income Tax paid and 
included with rents, rates, &c., a/c., £88. Show what the 
assessment will be for 1909. y 


MIDLAND COUNTIES UNION. (Advanced, 1911.) ~ 


PART I. Henry Moore, trading as Moore & Co., decided to 
convert his business into a private limited company. On the 
31st Dec., 1909, his B/S. was as follows :— 


Bank Overdraft ...... £427 4 2/| Petty cashinhand .... £5514 8 
Sundry Creditors ..... 2475 10 - | Sundry Debtors ....... 4310 7 6 
Parkes (Loan) ........ 1000 -— - | Premises ..;:.......... 3500 -— <= 

i - | Machinery & Plant .... 85615 - 


seeeelee vecseee 10300 - 
at Fixtures & Fittings..... 279 17 
full id £10 at 1000 = 

Socks cagecsneh c+ <sy #200 

Under an agreement dated 3lst Dec., 1909, Henry Moore was 
to be credited with interest at the rate of 5% per ann. on the 
above eapital from that date to the date of Registration. It 
was also agreed that the Vendor should retain the £1000 Black- 
more & Co. Shares, and in addition receive £11000 in fully paid 
£5 Ordy. Shares when the Company was floated ; the difference 
£1700 being considered as Goodwill, the latter to be extinguished 


at the rate of £250 per ann. The Company which was to take 
over all other Liabilities and Assets was registered as Moore 
& Co., Ltd., on the 3lst March, 1910, with a capital of £30000, 
divided into 4000 Ordy. Shares of £5 each, and 2000 5% Pref. 


Shares of £5 each. 


In addition to the Vendor’s Shares there 


was an issue of 900 Ordy. and 1000 Pref., and 10s. per share’ 
was paid, the amount having been paid to the company’s 


_bankers. The transactions were :— ; 
PUTCHASCR ews rererejeleta elbat £5470 17 4 | Formation Expenses paid £117 10 —- 
SAleSi cin vrrstsengieciowie ele 11975 6 8 | Wages & Salaries paid.. 4065 18 6 
Inward returns ....... ~428 5 6 | Int. on loan to 30th June 
Outward returns ..... 114 7 9 paid (less tax 1/- in £) 19 - - 
Discounts alld.customers -317 7 4 | General expenses paid :. 475 7 7 
Discounts allowed by crs. 148 9 7 | Rents, Rates & Taxes paid 329 14 -. 
Bad Debts written off 145 14. 4 | Repairs to property paid 117 - — 
Cash paid by customers 8420 17 4 | Repairsto Machinery paid 5611 3 
Cash paid to creditors 6453 11 1 | Drew from Bank for Petty 
B/R.recd.from customers 1420 - —- Castes tastcmrsroniatee 260 - —- 
B/R. paid to Bank and Paid sundry petty cash exs.289 15 1 
collected: <2... 3.35 846 10 - | STOCK, 31st Dec., 1910 5040 - -— 
Bank charges on Bills 26 4 —- 


Prepare T.B., Trading and P. & L. A/es. and B/S., making 
‘the following adjustments in addition to any previously indi- 
cated :—Depreciate Machinery and Fixtures 5% each. Reserve 
5% on Book Debts for Bad and Doubtful Debts. 


Answer.—Total Trial Balance £28696 11 2; Gross Profit £2964 
13 2; Net Profit £604 41; Total of B/S. £17062 11 3. 


PART II. 1. 


Comment on the Balance Sheet of Blank 


Cotton Co., Ltd., given below. 2. Explain Del credere, Cheque 


Bank, and Documentary Bills. 


8. How does a Statement of 


-. & 


Affairs differ from a Balance Sheet ; when is the former generally’ 


prepared ? 


by : 
Hypothecation ? 


4. What is the “ Double Account System,’ and 
what objections are there to it ? 


5. What do you understand 


Course of Exchange, Arbitration of Exchange, and 
6. What are Consols, and how are their : 


values ascertained and controlled ? 


Balance Sheet of the Blank Cotton Co., Ltd., on 30th June, 1906. 


_, Sapital & Liabilities, 
To Capital— 

16000 Shares at £10 £160000 - - 
Mortgage Debentures 70000 - - 
A/es. owing by Co.... 29086 18 3 
Reserve Fund ....... 9 - 
Profit & Loss A/c. :— 

Balance at 29th 

Dec., 1905 ...£11085 

» Less Dividend 
pd. Jan., 1906 7000 


4085 
7500 11585 - - 


Balance from 
Revenue A/c. 


£359671 18 3 
(nee 


.,,, Property & Assets. 
By Buildings, Engines, 
Boilers, Materials, 
and Utensils £190470 
Outlay during 


| half-year ... 3500 193970 - - 
By Stock, Cotton, Yarn 
and OSs eteciaene Se 111427 - - 
By A/cs. owing to Co. 4842017 4 
Cash at Bank ....... 5854 - 11 


- £359671 18 3 
aint BeOS 8 


: 
= 
= 
= 
2 
= 
' 
4 


me 
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MIDLAND COUNTIES UNION. (Advane 
PART I. The Welsh Manufacturing Co., Ltd., closed its 


Dee., 1911. Stock, 31st Dec., 1911 :<Materials £10743 ; Finished 
Goods £19430 ; Sundries £340. Adjustments : Depreciate Plant 
a & Machy. & Fittings 10% each; Premises 2%. Insurance paid 
: in advance £93. Keep the Bad Debts Res. at £500. Comment 


. expenditure, &. Would you recommend a Dividend ; if so, 
how much ? 


Dr. Balances— r Dr. Balances continued— 
Stocks, ist Jan., 1911 :— Plant & Machinery ........ £11750 
DY RGOIRIS oe assatdis cod-a.0'e ane £6420 | General Expenses ,...... «es 2007 
Finished Goods ...... Bier ons SS00N eS PEGMISES. so: vie csi. s cleo sis 10000 
MORES te alcctem sp Reset ~. 530] Travelling & Exhibition Exs. 948 
Materials purchased ....... 38000 Bad: Debts anes ace so Sas 542 
E Coal & Coke used .......... 1460 | Bills Receivable............ 35 
Rent, Rates & Taxes ....... 987 Dividend paid, Jan., 1911 1800 
* Sundries purchased (less 
MOLDS) oe wick 2 braless are 580-| Cr. Balances— . 
Repairs to Machinery ...... 444 | 60,000 Shs. £1 each, 12/- paid 36000 
RARE pss Marcie oe icre 15500 Due to Ystwyth Banking Co. 2478 
Balaries <3 Sec. os ase sy a aan) Cells ATOR SS 1s pr aa ee Lane 56800 
Insurance ......... Foneeee 335 | Sundry Creditors .......... 2870 
; Fittings & Fixtures......... 650 | Bad Debts Reserve ....... - .500. 
Pe - s~heturns Inwards ......... (GO| —RESeRVe MUNG ecg ct eraies «6 10000 
Discount A/e. (Dr. Bal.) .... 448 | Bills Payable .........777° 946 
Sundry Debtors. ......2..6% 4300 P. & L. A/e., 31st Dec., 1916 2388 


Answer.—Gross Profit £15143; Net £3225; Bal. for Distribu- 
tion £3813; Total B/S. £56101. 


PART IT. 1, Explain how you would deal with the follow- 
ing, which may occur at the termination of the financial year :— 
(2) Goods in transit to your firm, carriage forward, prior to, but 
Which would not be received until after the date of the financial 
year closing; (b) Goods ‘sent away by you on the day prior 
to the last day of the financial year, and being refused by 
consignee. 2. What system would you recommend in dealing 
with the stocks of an engineering firm, say, so as-to prevent 
stoppages of work through shortages? 8. What is Sectional 
Balancing ? Explain its advantages. 4. Give the stamp duty 

'- necessary for Bills of Exchange, both Inland and Foreign. 
5. What is an Account Current? Give an example, setting 
out six items on each side, G. Green being indebted to F. Topper. 
6. Give examples of errors which may occur in the books of 
account that the T.B. will not reveal. 


MIDLAND COUNTIES UNION. (Advanced, 1913.) 
PARTI. The following particulars were revealed by abstracts 
talken from the books of the Central Manufacturing Co., Ltd., on 
31st Dec., 1912. The Share Capital consisted of £18,000, being 
10/- paid on each of 24,000 Ordy. Shares, and 12,000 6% Prefer- 
ence Shares of £1 per share. Prepare a T.B., Trading arid P 


& L. A/cs., and B/S. as at 31st Dec., 1912. Adjustments :— 


Depreciate Machy., with the exception of Additions 10%; 
Fittings and Furniture 10% ; Create a Res. for Bad and Doubt- 
ful Debts on Book Debts of 5% ; £97 of the Rates & Taxes have 
been paid in advance. The Balances on Ist Jan., 1912, were :-— 


Ospitall os som accicies £18000 - - | Paid by Debtors...... £42423 9 - 
Cash at Bank ........ 3148 10 9 Additions to Machy. & 
Cash in hand, for Petty plant, paid ........ 754 - = 
Expenses .......... 2317 4 Travelling Exs. & Com- 
Machinery & Plant ... 2488 - - mission, paid ....... 1723 14 = 
Fittings & Furniture .. 580 -— — | Repairs ...........-. 326 10 
Bills Receivable..,.... 1729 10 9 | Rents, Rates> Taxes & 
Mortgage .:....... yee 8000, = ~— InsutaNC@s. «cess «« 954 18 - 
Property ...... Peracetehees 18500 ~ — | Wages .......-...0e 18472 10 - 
Reserve Fund ........ 7000 -° — | Salaries ....0.c..cece 56355 - — 
Sundry Debtors ...... 2750 17 - | General Trade Expenses 1225) - - 
Sundry Creditors ..... 1458 18 4 | Int. on Mortgage pd. to 
Bills Payable ........ 875 17 6) ates. Se. se cee cere 113 - = 
Stock, 1st Jan., 1912 .. 8614 - - | Bad Debts written off 9519 —- 
Balance of P. & L. A/e. 2500 - - | Bank Charges ........ HIiSion? 
Purchases during year 17420 9 - | Drawn from Bank for 
Sales d Years cis.<e 48007 15 - | Petty Cash Expenses 345 - = 
Outward Returns ..... 327 8 - | Dividend paid 31st Jan- 
Inward Returns....... 577 16 —- Bary LOLs ects 904 - - 
B/R.recd.fromCustomers 2740 17 - | Petty Cash Expenses 
B/P. given to creditors 2408 14 - actually paid...... «#337 16> = 
B/R. collected by Bank 2970 15 — | Discountsallowed .... 874 5 —- 
B/P. paid by Bank .... 1770 - - | Discounts received .... 705 8 - 
Paid to Creditors...... 13065 10 - | Stock, 31st Dec., 1912. 5122 = —- 


~ Answer.—Total T.B. £83427 9 10; Gross Profit £13372 8 —;_ 


Net Profit £2548 5 8; Total of B/S. £36031 4 6. 


PART II. 1. Assuming you were required to make out a 
return for Income Tax from the result of Part I., state what 
items would be disallowed, assuming that in the A/cs. £47 had 
been paid under Sch. A, and £170 under Sch. D.; and that 
Donations to the amount of £25 had been included in the General 
Expenses. 2 Explain how you would deal with goods sent on 
Consignment, and on the Hire Purchase System. 3. Explain 
the difference between a Company Limited by Shares, and an 
Unlimited Company. What advantages, if any, are there in 
the case of both? 4. What is the difference between Prime Cost 
and Cost of Production ? Illustrate your answer by a few 
figures. '5. What steps are necessary before a private firm can 
become incorporated as a Limited Company ? 6. What is the 
difference between a Statement of Affairs and Deficiency A/c. ? 
Give a sample of the latter, in brief. 


MIDLAND COUNTIES UNION. (Advanced, 1915.) 

PARTI. The Khaki Cloth Manufacturing Co., Ltd., has a 
Nominal Cap. of £30000, divided into 20000 Ordinary Shares 
of £1 each, and 10000 6% Pref. Shares. of £1 each. Below is set 
out the T.B. for the year ended 31 Dec., 1914. Prepare Trad- 
ing A/c., P. & L. A/c., and_B/S., after making the necessary 
adjustments. The various divisions of the final a/cs. are to 
show: (a) Gross Profit; (6) Profit on trading; (c) Net profit. 
The adjustments are :—(a) Wages owing, £61; (b) Ratea and 


- 


. 


rej 
ae 


Insurance ee £38; (c) Reserve 24% of the Book Debts for 


Bad Debis; (¢) Depreciate—Plant and Machinery at 73% per 
ann.—on additions for six months only ; Leasehold Property at 
24%; Freehold Property at 1%. The Stocks on hand, in 
addition to yarn, are :—(a) Piece goods, £4896; (6) Work in 
progress, £1926 ; (c) Wool, Mungo, &e., £824 ; (d) Packing Cases 
£25; (e) Mill Furnishings, £271 Is. 6d.; (f) Coal, £12 12s. 11d. 


_-The Preliminary Expenses are being written off in three equal 


annual instalments, the first at the end of 1913. 


Dr. Balances— Dr. Balances continued— 

Freehold Property ....£5000 - - |. Warehouse and Office 

Leasehold Property, % alarie) ......2..+. £275 4 = 
Ground Rent £50 p.a. 7000 ~ - | Motive Power,Coal,Oil 660 - = 

Stock of Piece Goods, Interest on Loan .... 40 - = 
T/i/i4 .............. 5239 10 4] Bad Debts written off 40 - = 

Workin Progress, 1/1/14 1769 2 2 Purchases of Packing 

Stock of Wool, Mungo, ; Cases, includg. stock of 
SC LIS, weccceee 1090 4 8 cases on 1 Jan., 1914 225 = = 

Manufacturing Wages 427118 3/] Travelling & Incidental 

Purchases of Wool, Expenses). 5....0.63.<, 240 = i= 
Mungo, &c...... Kesae f400 17 £6 Preliminary Expenses 500 - - 

Rates,Taxes,Gas, Water odwil ...... seeee 1500 = = 
and Insurance ....... 627 7 3 | Cr. Balances— 

Carriage on Sales 177 19. 8 Rents received from 

DRG WOLIE ois cana tatstals 991 9 5 Leasehold Property 32617 4 

14 Shares of £10 each in al eStaseesisisetsistetc aie 20681 12 6 
Box & Cox, Ltd., at cost 140 Wool and Mungo re- 

Ground Rent ..... aL OU turned to Creditors 138417 9 


Preference Dividend .. 150 Discount on Purchases 423 7 10 


oiit 
wl td 


Yarn used in,-manufacture 2004 1 Sundry Creditors .... 4303 8 10 
Yarn in stock, 31 Dec., Ord.ShareCap.15000Shs.15000 - - 
QUAN Sele Nore sik e's «whe 764 -— -—| Pref. Share Cap. 5000 
Returns Inwards .....» 126° -1.-<6 6% Shares ......... 5000 - = 
Sundry Debtors ...... 2683.7 5 Loan from John Green- 
Plant and Machinery .. 5197 9 ~ wood at 4%, obtained 
Additions to Plant and 1 July, 1914....... - 2000 - = 
Machinery ...... »»-» 55 - -| Dividends on Invests. 162 = 
Discount on Sales .... 471 6 3]. Bank .......... Sine 80 4 4 
Mill Furnishings ...... 52615 31 P.&L.A/c.,1Jan.,1914 1000 - - 


PARTII. 1. Robert Robins and Dick Turpin are in partner- 
ship as Wool Merchants, their respective capitals on 1 Jan., 
1915, being £4780 and £3610. It is arranged that Robins is to 
introduce his son-in-law, William Booth (who is also in business 
as a Wool Merchant on his own account) as a partner, and that 
the three partners shall all be placed on an equal footing in the 
new partnership by the Seaaen arrangement :—(a) The busi- 
ness of Booth is to be taken over by the new firm at a valuation, 
which comes out as follows :—Stock, £1200; Office Furniture, 
£40; Frechold premises, £1410; (b) Robins is to transfer to his 
son-in-law a sufficient amount from his Capital._A/c. to makesthe 
son-in-law’s Cap. equal to that of Turpin ; (c) Turpin and Booth 
are to give to Robins cheques on their private a/cs. to make all 
the Capitals equal. Prepare the Capital A/cs. of the three 
partners showing the entries therein necessary to carry this out. 

2. Tho Balance Sheet of John Ffrench on 31st March, 1915, 
stands as follows:—Sundry Creditors, £4690; Capital A/c., 
£5550; Cash, £124; Bank, £869; Sundry Debtors, £7247 ; 
Plant and Machinery, £2000. A limited company is formed to 


take over the business in its entirety, including the Cash and 
Bank balances. The amount to be paid to Ffrench is agreed at 
£6000, to be discharged :—(a) As to £1000 by the issue of Deben- 
tures; (b) As to £2 in cash; and (c).As to the balance by the 
issue of 476 fully paid Ord. Shares of £10 each at a premium 
of 10/- per share. The Nominal Cap. of the Co. is £25000 divided 


into 2500 Ord. Shares of £10 each, and of these 1000 are offered — 


to the public for subscription on the terms that 30/- per Share 
is payable on application, which is to include a premium of 10/- 
be Share, and £1 per share is payable on allotment. The 


alance is callable at any time at the discretion of the Directors. ~ 
The whole of the Shares offered are applied for on April 20th, 


and allotted on May 10th, and the sale by Ffrench is carried out 
on May Ist. Give the Journal and Cash Book entries to carry 
through the transactions up to allotment. 


PARTIII. 4, How would you deal with the following in the 
financial books of a firm :—(a) Cost of Issue of Debentures, 


which have been issued at a premium ; (6) The Joss sustained - 


by issuing Debentures at a discount ; (c) The dividend on 6% 
Cumulative Pref. Shares where there is a debit balance on the 


P. & L. A/e. 2, Give an example, containing five entries, of. 


a Customer’s A/c. in the ledger of a Banker, showing the usual 
columns including one for daily balances. 


3. What is meant by (a) A quorum ; (5) Gilt Edged Securities ; 
(c) Circular Notes? 4. Dividends are usually paid to Share- 
holders less tax. State how you would organise the preparation 
of the Dividend .Warrants, what books you would use, and 
illustrate how you would pass the payment of the Dividend 
through the books, and what you would do in regard to the tax 
deducted. Journal entries will be sufficient for the illustrations. 


INSTITUTE of BANKERS, (Preliminary, 1903.) 


1. What books are off-shoots of the Journal ? Give a list 
thereof. 2, Journalise the following opening Journal entries 
of the firm of Bell, Danvers & Co. ——Land & Buildings, £5000 ; 
Machinery and Plant, £8800 ; Patterns, £3300; Stock-in-Trade, 
£9000 ; Office Furniture and Fittings, £400 ; Loose Tools, £2500 ; 
Patents, £1000 ; Sundry Drs. £10500 ; Cash in hand £100 ; Invest- 
ments, £2300; Sundry Crs., £7000; London & Northern Bank 
(Overdraft) £900. Capital :—Andrew Bell, £20000; Charles 
Danvers, £15000. 3, Give a form of “ Bills Payable Book,” 
and also of “ Bills Receivable Book,” entering into each full 
particulars of two bills. 4, Are B/R. discounted and not yet 
matured contingent, liabilities ?, If so, how should they be shown 
on the B/S. §. Explain the use and working of the Invest- 
ment Ledger, giving a form of the same. 6. Sketch out a form 
of Petty Cash Book, kept on the imprest system, and explain 
what you mean by the “ Imprest System.” “7, At the close of 
their financial year, Messrs. Bell, Danvers & Co., find they have 
to make the following provisions, for which make the necessary 


I ta 


BD Vale Sacra ate ng rl 


Journal entries :—(a) Write off £440 for depreciation on machin- 
ery and plant. (6) Reserve £250 against bad_and doubtful 
debts. (c) Reserve £150 for sundry amounts owing, the accounts 
of which have not been received. (d) For one year’s interest at 
the rate of 5% per ann. on Partner’s Capital, which stands in the 
books as follows :—Bell, £20000; Danvers, £15000. 8. Givea 
form of a Merchant’s Account Sales of 100 packages of Tea, ex. 
s.s. “ Foochow,” from Shanghai to London, showing the gross 
figures realised, and deducting therefrom in detail the various 
charges, bringing down the net proceeds as the final result. 
9. How should Reserves for Doubtful Debts be shown in the 
B/S. ? 10. Do you consider it advisable that the Cashier and 
the Book-keeper shall be one and the same person, or should 
they in your opinion be two distinct individuals? Give your 
reasons for whatever decision you arrive at herein. 


INSTITUTE of BANKERS. (Preliminary, 1907.) 

i. Give the rulings of a Cash Book where all the moneys 
received are banked and all the payments made are by cheque. 
In the ruling, set out ‘“ Discounts and Allowances Columns,” 
“debit”? and “ credit’’ and show on the double entry system 
how these are dealt with. Make three entries on each side, 
elucidating the foregoing . 

2. Post the following entries into the Ledger, creating Ledger 
A/jes. ‘‘ Dr. and Cr.”’ for each entry and prepare a Trial Balance. 


Goods Bought. 1 From John Jones, Steel Rails, £1000. 
2. From William Smith, Bolts and Nuts, £1500. 
3. From John Richardson, Steel Rails, £1400. 
Goods Sold. 4. To Great Northern Railway, Steel Rails, £2000. 
> i Bolts and Nuts, £500. 


itto. 
To Midland Ratiway, Bolts and Nuts, £600, 

3. Explain the difference between a ‘‘ Trial Ledger Balance,” 
and a “ Balance Sheet,’ and state on which side the ‘“‘ debit ”’ 
and “credit” a/es. as taken from the Ledger ara respectively 
shown in each of the above. 4. Give four detailed Journal 
‘Entries explaining the fundamental axiom in Book-keeping that 
“‘Ewery debit requires a credit” and vice versa. 5. Give, in 
a short senterice of, say, eighty words or so, your definition of 
“Capital ” as more particularly applying to an Individual or a 
Private Firm, rather than to a Joint Stock Company. 6. Name 
the three principal Books of A/c. into two of which Books initial 
entries are made and thence posted into the third Book, giving 
the names of the first two Books and the third Book respectively. 


7. State into which of the following Books of A/cs.: Cash 
Book, Petty Cash Book, Journal, Sales Day Book, Bought Day 
Book, Returns Book Inwards, Returns Book Outwards, entries 
(a) to (k) (as under) are to be made, preparatory to being posted 
into the Ledger (a) Purchased of John Smith goods value £1000. 
(b) Sold to Arthur Brown goods value £75. (c) Returned to 
John Smith goods not up to sample, value £200. (d) Arthur 
Brown returns goods not up to sample, value £25. (e) Pay John 


a 


Smith, cheque in settlement of a/c., £780, he allowing £20 for 
24% Discount. (f) Received in settlement of a/c., from Arthur 
Brown, £48 15s., he deducting £1 5s., for 24% Discount. (9) 
Adjust a complicated a/c., with Adam Bede by various cross 
entries. (h) Purchase at the stores various office requirements, 


value 19s. 5d. (j) Receive Dix idend on Bank Stock for £67 10s. _ 


9d. (k) Enter Banker’s charge for New Cheque Bock, 16s. 8d. 

8. Messrs. L. 8. D., Bankers, head their Pass Book, ‘‘ Arthur 
Brown, Esq., in a/c. with L. S. D.” while Messrs. Bullion & 
Co., Bankers, head theirs, ‘‘ Bullion & Co., in a/c. with Arthur 
Brown, Esq.”’ Draw up two Bank Pass. Books making the 
following Cash Entries in each of these respective Bank Pass 
Books :—1907 : 


Jan. 1. Cash Balance in favour of Arthur Brown ..£217 10 6 


» 4 Paid Arthur Brown’s Cheque No. 175 ..... 52 10 - 
Paid his Subscription to the Omnium Club. 1010 - 
>. 5. Received his Dividend on Consols -....... 95 - - 


9. Explain the difference between Single Entry and Double 
Entry and the advantages of the latter over the former system 


of Book-keeping. 10, Define the terms “ Depreciation ”’ and. 


“Reserve,” and state how they would respectively be shown on 


. the B/S. ‘ 


INSTITUTE of BANKERS. (Final, 1903.) 


4. Explain the advantage of balancing each ledger separ- 
ately, and in this connection give an illustration of the “ Total 
Account Sales Ledger.” 2, Journalise the following closing 
entries :—(a) Write off for depreciation from—Land and Build. 
ings 3% on £5000; Machinery & Plant 5% on £8800; Patterns 
10% on £3300; Patents 10% on £1000; Office Furniture 5% on 
£400. (6) Make a provision of 3% for Discounts and of 5% for 


Bad Debts on Sundry Drs., £10500. (c) Give the respective 


partners one year’s int. at 5% on their respective Capitals, say— 
Andrew Bell, £20000; C. Danvers, £15000. 3. Give some 
general rules as to the amount of Depreciation to be written off 
Leasehold Buildings, Plant & Machinery, Boilers, Loose Tools, 
Furniture, also Freehold Land and Buildings thereon. 4 Give 
a form of certificate that Branch Bank Managers should issue 
certifying the correctness of the Branch Returns. 5, Give the 
Form of B/S. prescribed by the Companies’ Act, 1862, to be 
used by such companies as Table A applies. 


7. On Ist January, 1902, Andrew Smith takes a long lease of 
some business premises, upon which he lays out £4275 in putting 
up new Plant and Machinery. He purchases stock to the extent 
of £3515, and opens a Banking A/c. with Bullion & Co. by paying 
in £2210, the foregoing three outlays constituting his capital in 
the business. He then admits Benjamin Brown into partnership, 
and the latter brings in £5000 cash as his capital, the firm 
being Smith, Brown & Co. The partners at the end of the year 


y 
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are to be oredited with 5% int. on their cap., but are not to be 
charged with int. on their drawings. Brown is to have a 
manager's salary of £400 a year and to take one-third of the net 
profits, while Smith, who draws no salary, takes the remaining 


two-thirds of the net profits. At 31st December, 1902, the gross___ 


' profits amount to £5692 17s. 3d., subject to tho following closing 
entries for the year :—(a) Int. on Partners’ Cap. (6) Brown’s 
Salary as Manager. (ce) 5% Depreciation off Plant and Machinery. 
(d) Provision for Bad and Doubtful Debts, £320 16s. 2d, 
(e) Reserve for the last Quarter’s Rent-and other charges unpaid 
at 31st Dee., 1902, £375 9s. 6d., while on the other hand there 
must be taken into account the following item, viz. :—(f) The 
proportion of certain fixed charges paid in advance, amounting 
to £242 10s. 6d., and belonging to 1903. Smith has drawn out 
during the year, on account of profits, the sum of £600, while 
Brown has drawn out during the same period on a/c. of profits, 
and his salary as Manager, the sum of £700. Give effect to the 
above closing and transfer entries, and then show the following 
final results :—(a) Net profit and how divisible. (6) Financial 
position of Smith and Brown respectively. Answer.—Net Profit 
£3875 7s. ld.; Cap. A.S. £12483 11s. 4d.; B.B. £6241 15s. 9d. 


6. Criticise the items in the following B/S. of Simple Simon 
& Co. 


Dr. BALANCE SHEET, 31st December, 1903. Contra. Cr. 


To Bullion & Co., Loan A/c.|; £1000 4 By Cash—At Bankers— 
», Creditors— Bullion -60:Co.=.cscscsaasie £450 
On Bills Payable . £6690 OfficeCashhs 7, <scssccses 2690 
On Open A/c...... 6990) ; —|| £3140 
On Loans A/c. ... 7097 », Drawing Account ...........000. 1676 
—| 20777] ,, Goodwill ....,...... aaasewsessascast 1500 
+, Reserve A/c.— 1 Stock— 
Balance as per Books ...// 269 Estimated at Say ....cecccsseee 2000 
», Capital A/c. ..... adkatiticess 2000 1, Debtors— ; } 
On Bills Receivable .,. 3670 
| On Opet Alon. ssststeenes 4720 
-—|| 8890 
a About £6000 of the above are 
considered to be good. 
ty IDVESEMENES .5.0020ctserccvesbessees 5690 
£g Subject to realization, thel| 
bulk of these are not 
quoted on the Stock Ex, 
rica: sd SPROTN [caper iy caren eee 
Net Bal. at date.........sessseee 1650 
£24046 £24046 


9, In the Trial Balance at 31st Dec., 1902, the following a/es. 
appear :—(a) Discounts allowed. (6) Unexpired proportion of 
Fire Premiums. (c) Transfer Fees. (d) Freight paid on 
Cargoes still unsold. (e) Renewals and Repairs. (f) Stock at 
end of financial year. State which of the above are P/L. items, 
and which of them are B/S. items, explaining your reasons for 
the same. aaa 


84 


9, Draw up an a/c. current composed of three Cash Entries 


on each side, with Debit and Credit Interest Columns, that 
Brown, Jones & Co., of London, would render on 31st December, 


1902, to their correspondents, Bomanjee, Wadia & Co., of © 


Bombay, in respect of consignments of cotton shipped from 


abroad and sold on this side, as also of goods sent out from here. 


10. Name the two categories of Ledger A/es., giving at the same 
time the sub-division of the second category, thus :—(1) Number 


ene category. (2) Number two category, sub-divided into ~ 
a) ce > 


> and (b) “ ,? and 
explain the meaning of both categories as also of the sub- 
division of the second one. 


INSTITUTE of BANKERS. (imal, 1904.) 


1. Sketch the ruling of a Journal, and make the following 
typical closing entries at 31st Dec., 1903, taking care in each 
case to specify the respective Ledger A/cs. (both debit and 
credit) to which all these entries are posted. (a) Charge the 
following customers with postages in their current A/es. :-— 
Edwd. Brown £3 2 9. Thos. Smith £4 1 6. (b) Write off the 
following balances as irrecoverable :—Richd. Jones, £0 4 9, 
Wm. Thompson, £1 0 6, Abel Strong, £50 11 6. (ce) Credit 
Partner’s drawing a/cs. for int. on their respective cap. for one 
year at the rate of 5%. Robt. Everard, £10000, Wm. Eliis, 
£5000. (d) Transfer the following items of expenditure for the 
year :—Salaries £2055 2 6, Rent and Rates £360 2 6, Postage 
and Petties, £59 7 9, Telephone, £17 5 -—. Subscriptions to 
Lloyds, the Baltic and other Exchanges, £78 15 -, Travelling 
£28 14 1, Stationery and Printing, £35 9 4, Housekeeper, 
£62 12 6. (e) Depreciation on Plant and Machinery, £306 
. Goodwill, £500, Patents, £1000. (jf) Renewals & Repairs, 
£202 8 6. 


2. In a list of Trial Ledger Balances, the debits (assets) are 


entered in the left-hand column, while the credits (liabilities) 
appear in the right-hand column, the same order as they do in 
the ledgers. Some B/S., however (not all), reverse this order, 


placing the credits (liabilities) on the left-hand side, and the - 


debits (assets) on the right-hand side. When ‘this course is 
pursued: explain the reason (in your opinion) for the figures 
eing thus transposed. 3. Allocate the following ledger a/cs. 
to “Trading A/c.” “P. & 4® A/c.” and “B/S.” respectively, 
showing on which side of the various a/cs. they each appear. 
(a) Stock at the commencement of the financial year. (6) Stock 
at the close of the financial year. (c) Debtors. (d) Creditors. 
(ec) Wages. (f) Salaries. (g) Investments. (h) Rent and 
Rates. (i) Purchases. (j) Sales. (k) Partners’ Current 
Balances. (/) Partners’ Cap. A/es. (m) Cash at Bankers. (n) 
Loan from Bankers. (0) Goodwill. (p) Postages and Petties. 
(q) Petty Cash in hand. (7) Renewals and Repairs. (s) 
Reserve A/c. (t) Dividends Outstanding. 4, If on taking out 
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& Trial Balance from books kept by double entry, the total 
debits and credits do not agree, state some of the means you 
would adopt to discover the discrepancy or discrepancies which 
might arise either from.errors of commission or of omission in 


_ the books of the firm. 5. Give the heads under which you 


would classify in a balance sheet (distributed among the 
customers) the assets and liabilities of a private bank. 

6. Brown, Jones and Robinson operate in a tripartite account 
in pig-iron, and purchase 10000 tons at 48s. per ton, say, 
£24000, and for which they contribute as follows :— 


ERCOW ME MNOS-CABE LOE oe. Fp sin) ee ace Sears ve wins sc £7450 

Jones gives his acceptance at 3 mos. for ..£8000 

The discount on which is ...... teeeesesee 100 7900 
N\ : eer 

And Robinson the balance in cash ............ 8650 


Interest is credited to each adventurer at the rate of 5% per 


-annum from date the money is found until final settlement, the 


Net Profit or Loss (after payment of the above int.) being 
allocated among them pro rata, to the amount of cap. each of 
them originally brings in. _ The pig-iron is held for six months, 
and then only realises £21500, the venture resulting in a loss 
of £2500. Divide up this loss among the three, first crediting 
each adventurer with the int. due to him under the above 
arrangement, and carry out the above conditions. (Total 
loss £3100.) 

7. Name the books in which you would record the receipt by 
a bank of securities lodged with it, by its customers for safe 
custody on their behalf, showing inter alia, the registration, of 
such securities while in the bank’s custody and the withdrawal 
of the same from time to time, by the customers. State the 
purpose of each book, and give the ruling, also the general 
nature of the entries. = 

8. A, B and C dissolve partnership, and after realising their 


“assets, they find that they have £24000 to deal with, the only 


i! 
; 


liabilities they have are £11000 to trade creditors and £1000 
advanced by A over and above his capital. The cap. of the 
firm is in credit, thus A £8000; B £6000; C £4000; and is sub- 
ject to 5% int. for the year completed before any division, 
either of profit or of loss, which under their articles of partner- 
ship they share equally betweén them. Show on the basis how 
the £24000 of assets are allocated in the following order :—(a) 
to satisfy the trade creditors; (6) to repay A his advance of 
£1000 ; (c) to pay the partner’s one year’s int. on their capital ; 
(d) to apportion the bal. over among the respective partners. 

9. The Gleebe Knoll Furnishing Co., Ltd., is floated with a 
Share Capital of £200,600 in shares of £1 each. ‘Che vendors are 
to be paid £66000 in fully paid shares. Tho balance of _the 
shares is offered to the public, of which 109000 are subscribed 
for, upon which the Directors proceed to allotment. By the 
terms of the prospectus they took power to do this, provided 


the application by the general public amounted ¢6 a rhinimuii 


shares are paid for :— 
Payab! 


_ Payable upon allotment, per share 
ist Call payable 3 months after allotment 
2nd Call payable 6 months after allotmen 


e on application, per share 


were ees esesrer oer esse sees 


per share ....... 
t, per share .,..... 


‘of 100000 shares. The following are the terms upon which the 


leaving a balance of 4/- per share still uncalled ; meanwhile 
£10000 has been borrowed upon 5% Terminable Debentures. 
Make the necessary opening Journal entries, and set them out 
in the first B/S. issued by the Company. 

40. The Universal Trading Bank, Ltd., has its head office 
in London, with branches in Glasgow, Edinburgh, Dublin, 
Liverpool, and Manchester. How should it keep its accounts 


- 80 as to be able to make up an annual B/S. of its head office, and 


of each of its branches, as also a general B/S., incorporating 
therein the whole of the assets and the liabilities, together with 
a general P. & L. A/c. ? In this connection state how you would 
deal with the original net profits or lesses of the head office and 
of the respective branches, also of the balances outstanding 
the head office, as well as 


between various branches with 
between themselves. 


INSTITUTE of BANKERS. (Final, 1905.) 


1. Should the mere fact of a Firm balancing their Books 
satisfy them that each Balance is correct as it stands, without 
the need of adjustment ? For instance, Messrs. Blank & Co.’s 
T.B. at 31st December, 1904, shows (among others) the four 
Ledger A/cs.-given below. State which (if any) of the balances 
are correct, as they stand, and which (if any) require adjusting— 
in the. latter contingency make the necessary adjusting Journal 


Entry or Entries. 


ae 


e 


(a) Dr. ROBERT SMITH (in Liquidation). | Contra. Gr. 
Jan. 1. To Balance b/d. £62 10 -} Nov.1. By Cash: final 

: Dividend ecw. eae 5110 6 

Balance £10 19 6 £6210 - £51 10 6 

(b) Dr. THOMAS BROWN. Contra. Cr. 

Dec. 15. To Cash on A/e. 50 - - | Nov. 30. By Goods..... 72:10 - 

\ £50 - - Balance £22 10 0 £72 10 - 

(ce) DIS: ' EDWARD BINNS. Contra. Cr. 
Dec. 4. To Goods, Cash in Dec. 29. By Returns: 
one month net .. 4510 6 Weights not up 

tosamples ..... 82 4 6 

Balance £18 6 0 £4510 6 £32 4 6 


(2) Dr, THE SHORE TO SHORE RAILWAY. Contra. Cr, ~ 
Nov. 80. By Freight Charges 63 7 6 


Dec. 81. To Cash in Dis- 


charge ..... 55 17 6 
» Bal.overcharge 710 — 
£03 7 6 


£63 7 6 
suo 


Deo, $1, By Bal. overcbarge 


7 10 


- 
> 


‘ 

2. John Black and Edward Thompson agree to import 
Swedish timber into this country. On Ist May, 1904, they 
open a Banking A/c. under the style of ‘“ Black & Thompson,” 
for £2400, towards which Black contributes £1400 and Thomp- 
son £1000, they dividing Profits or Losses pro rata to their 
cash contributions (say 7-12ths and 5-12ths respectively). 
They remit to their agent in Sweden £1800 to pay for the 
timber purchased out there, and, later on, a further £100 in 
settlement of his A/c. The Freight, Insurance, and Dock 
Charges are all paid on this side, and, together amount to 
£400. On. 3ist December, 1904, the various sales have 
realised £2400 net, which enables them to repay themselves 
(taking no account of Interest) the cash respectively advanced 
by them on Ist May, 1904. The venture is then closed by Black 
taking over the balance of tinber unsold for £380, and for which 
he pays a cheque into the Banking A/e. How much Cash 
Balance does this leave for final division by way of- Profit, and 
how is the same apportioned between Black & Thompson as their 
respective share of Profit thus realised on the venture? (Cash 
Bal. £480.)  ~ 


8. There are two systems of Book-keeping ; name them both, 
and state which you prefer, giving reason for such preference. 


4, Edward Brown’s books at 3lst December, 1904, show the 
following from which prepare B/S., marshalling the assets and 
liabilities in their recognised order :—(1) Sundry Debtors 
£6000; (2) Cash at Bank on Current A/c. £1000 ; (3) Petty Cash 
£50; (4) Overdraft with the Bank; Investments (see item No. 
11) lodged with blank transfers as security £3500; (5) B/P. 
£5500; (6) B/R. £4500; (7) Freehold Land and Buildings mort- 
gaged (see item No. 10) £7500; (8) Stock £9000; (9) Creditors 
on Open A/es. £7700 ; (10) Creditors on Mortgage (see item No. 
7) £5000 ; (11) Investments, hypothecated (see item No. 4) £8000; 
(12) Reserve Fund £250 ; (13) Office Furniture £400 ; (14) Plant 
and Machy. £5500. 

5. Do you consider B/R., which a firm has discounted with 
its Bankers (and which are not yet matured), to be a Contingent 
Liability, and, if so, show how you would state the same upon the 
B/S. 6. Explain what you understand by a “ Personal” 
Ledger A/c. and by an “Impersonal” Ledger A/ec., and state 
which of them is divided into two categories, naming these 
categories. 

7. Sketch the ruling of a Cash Book as used by Messrs. 
Blank & Co. (who bank everything with Messrs. Bullion & Co.), 
and enter therein three distinct Cash Entries on the_debit side, 
and three on the credit side, showing at least two “ Discount ”’ 
and ‘“ Allowances’ Entries (either both on one side, or one on 
each side, at your option) and in the posting columns give the 
initials of the respective Ledgers to which these entries are 
severally carried, thus:—‘P/L.” for ‘“‘ Private Ledger,” 
“ G/L.” for “ General Ledger,” “ B/L.” for ‘“‘ Bought Ledger,” 
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* S/L.” for “Sales Ledger,” as the case may be, together with 
the Ledger folio in each instance. 8. Give the principal heads 
of a Trading A/c., and also of a P. & L. A/c. (without figures), 
of a manufacturer’s business, showing what usually appears on 
each side. ; 


INSTITUTE of BANKERS. (Final, 1907.) 
1. Prepare Trading, P. & L. A/cs. and B/S. of John Brown, 


ful Debts £375, and Depreciate Plant and Machinery £500 an 


” 


x 
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on 31st Dec., 1906. Stock, £3300. Reserve for Bad and Doe 


Goodwill £500. Transfer Net Profit to Drawing A/c. 


Dr. Balances— Dr. Balances continued— 

Stock, ist Jan., 1906 ....... £38200 | Goodwill of Business ....... £2000 
Salaries ire cies weiss cievene sates 500} Repairs & Alterations ...... 7 
Cash at Bank andin hand .. 2775 | Freehold Premises subject to 
Debtors on Bills receivable .. 8550 Mortgage, £4000 .......... 6000 
Purchases during the year .. 35070 | John Brown, Drawing A/c. 4600 
Rents & Rates ............ 201 Interésticaiccaetie ee bee cs 200 
Miscellaneous Office Cr. Balances— 

Disbursements ........... 257 Creditors on Bills Payable .. 6097 
Debtors on Open A/es. ..... 7600 Creditors on Open A/es. .... 6053 
Wages ivan ose tind esees 1630 Creditors on Mortgage A/c. 
Discounts & Allowances, Bal- Freehold Premises......... 4000. 

ance to the debit ......... 110 Sales during the year ...... 46700 
Plant & Machinery .,...... 9000 John Brown, Capital A/c. ... 15000 


2. Explain the meaning of the term “ Marshalling the Assets 
and Liabilities”’ in a B/S. and explain the advantage of the 
same. a 


8. Ledger A/es. consist of two categories—(/) Personal A/es. 
(2) Impersonal A/es. (sub-divided into) (a) Real A/es. (6) Nom- 
inal A/es. Allocate to the above the following twelve Ledger 
A/cs. :—(I) Creditors and Debtors on open A/es. (2) Cash at 
Bank and in hand. (8) Stock. (4) Investments. (5) Wages. 
(6) Salaries. (7) Purchases and Sales. (8) Plant and Machinery. 
(9) Rent and Rates. (10) Dividends on Investments. (J1/) 
Freehold Premises. (12) Discounts and Allowances. 


4, The following are Arthur Brown’s closing Ledger Balances 
(Liabilities and Assets) at 31st Dec., 1906, when he transfers the 
same to his son, William Brown. Make the Journal entries (not 
Sundries Dr. to Sundries) that William Brown requires to make 
at Ist Jan., 1907, to open his Books of A/c. and at the same time 
draw up a B/S., duly marshalling the Liabilities and Assets in 
proper order, and showing what his Capital is at that date :— 
Cash at Bankers, £235, Loan from Bankers £1000, Cash in hand 
(Petty Cash) £15, Creditors on Open A/es. £500, Debtors on 
Open A/es. £1000, Bills Receivable £750, Stock of Goods in hand 
£1000, Patents £500, Bills Payable £250, Implements and Plant 
£1000, Reserve for Bad and Doubtful Debts and any other 
Contingency, £250, Furniture and Fittings £500. . 


_ 5. Show on which side of the A/c. the following items appear 
in a “ Trading A/c.,” a “ Profit & Loss A/c.” and a ‘ Balance 
Sheet,” remembering that certain of these iterns appear as a. 
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“Debit ” in one a/e. and a “ Credit” in’ the other. The busi- 
ness is assumed to be a solvent, profitable one. (a) Stock at the 
commencement of the year. (b) Stock at the end of the year. 
(c) Salaries. (d) John Brown Drawing A/e. (after crediting 
him with net profit in excess of the Drawing). (e) John Brown 
Capital A/e. (f) Cash at Bank. (g) Creditors. (h) Debtors. 
(i) Sales.. (j) Purchases. (&) Gross Profits (Balance of Trading 
A/e.). (1) Net Profits (Balance of Profit and Loss A/e.). (m) 
Rent and Rates. (mn) Reserve for “ Depreciation ” and ‘* Doubt- 
ful Debts.” (0) Investments. (p) Interest on Iavestments. 
(q) Dis. and allowances (Bal. against Brown). 


6. Explain the difference between :—(a) Open Letter of 
_ Credit. (6) Documentary Letter of Credit. 7. As a rule, in 
order to arrive at a T.B. the balances of the respective a/cs. 


open at the time have to be extracted from two Books of A/es., 


but, by a certain System, all such balances can be posted to one 
book, and extracted from that one book. Explain the system 
- and give the names of the two books in the first instance, and 
then of the other book. 7 


8. -The B/S. hereunder is improperly drawn up, and in some 
cases items are shown on the wrong side (Liabilities requiring 
to. be set out on the Debit side, and Assets on the Credit side). 
Set out this B/S., properly marshalling the A/es., but not altering 
the individual figures except in the case of the Capital A/c., to 
which give the correct figures, adjusting the final totals. 


Dr. BALANCE SHEET, 3lst December, 1906. Cr. 


To Cash at Bankers .......... BVSZTIS By IROSCEVE:Ficeik’s 00 aaie'e sis we tie £137 
spe AIA VOREIMONES) Sip ccts eras oie LOS 2s lee MOTE GILORS ae «ete lain'ere: «10h ielace 4297 
, Capital A/c. (subject to ad- Rem Ble PAI: 2) <caievat avo escent 2 

justment as above) ..... ONT Lees) LOGI che Noise’ sis coateee Bode 2540 
PUNO xe? fo sais mete as 2246 | ,, Freeholds ...... 5 5033 

», Loan from Bankers........ SHOOT tgs: Payable: <x. utietts cue: ASOT 
9. Bills: Receivable. .si.0 oar. ulee 330 | ,, Plant & Machinery ....... 2134 
BPPOOOM WIL SMe sigs eh cas 5 600 


9. Supposing a set of Books, kept by single entry only, were 
placed in your hands for the purpose of preparing a B/S. and a 
P. & L. A/c., what further Ledger A/cs. would have to be set up 
to arrive at the double entry system required, and how would you 
proceed to complete this work required to be done ? 


19. Adam Brown and Joseph Smith are in partnership. 
Adam Brown on Ist Jan., 1906, had Capital amounting to £15000 
in the business, and on lst June, 1906, put into the business a 
further £5000. On fst Jan., 1906, Joseph Smith had Capital 
amounting to £10000. The profits at 31st Dec., 1906, amount to 
£7000, and are dealt with as follows :—(/) Reserve for Bad and 
Doubtful Debts, £300 (2) Depreciation on Plant and Machinery, 
£500 (3) Interest at 5% on Partners’ Capital from the dates paid 
in respectively (4) Balance Net Profit divided as under, say :— 
Adam Brown, two-thirds, Joseph Smith, one-third. Write up 
Adam Brown’s and Joseph Smith’s Ledger A/cs. for 1906, and 
show the balance to the credit of each on Ist Jan., 1907. 


Vi 


INSTITUTE of SECRETARIES. (June, 1905.) 


Intermediate candidates should answer the first ten and 
Final candidates the last ten questions. ; 


1. State shortly the advantages of double entry over single 
entry book-keeping. 2. Whatis a Journal ? State what classes 
of transactions are not now usually journalised, and the advan- 
tages of this course. 8. Give an example of a Bill for £80, 
drawn at four months on the Ist Jan., 1905, by James Williams 
on Robinson and Co., and accepted by the latter, payable at 
Lloyd’s Bank, Ltd. What stamp does this bill require and 
when is it due for payment ? 4. Assuming that the Bill referred 
to in the previous question is dishonoured at maturity, what 
entries should be made in the books of the drawer and acceptors, 


respectively ? 5. What is a Trial Balance? Cana T.B. itself | 


ever have a balance? If so, what does it mean? 6, Explain 
the difference between Gross and Net Profit. 


7. Wrom the books of A, which have been kept by single 
entry, and from other sources, it appears that his position on the 
3lst. Dec., 1904, was as follows :—Book Debts £7000,.Cash in 
hand £10, Stock-in-Trade £3000, Furniture, Fixtures and Fit- 
tings £500, Trade Creditors £2500, Bank Overdraft £1000. A 
had commenced business on the Ist Jan., 1904, with a Capital 
of £3000, and during the twelve months had drawn out £600. 
Prepare a statement showing A’s profit for the year 1904, after 
allowing for depreciation, &c., at 10% per ann. (Profit £4560.) 


8. From the following T.B., prepare Trading, P. & L. A/es. 
and B/S. of the London Electro-Plate Co., Ltd., on 3lst Dec., 
1904. Stock £15000. Nominal Capital £100000 in Shares of £1 
each. Depreciate Plant and Machinery 73% per ann. Provide 
a further sum of £120 to cover Bad and Doubtful Debts. 


Dr. Balances— Dr. Balances continued— 
Freehold Land & Buildings. .£40000 Gash inshand < Ai «elastics £20 
Machinery & Plant ........ 30000 Bad Debts ..... T etinerorete ee 180 
Stock on Ist January, 1904.. 18000 | Returns & Allowances...... 3000 
Materials Purchased ....... 24000-1 = Patents = 2. sates siesie oo seems 11350 
WOR OS Sorte a tine ca eee nieve 10000 ; 
Office Salaries & Expenses .. 3000 | Cr. Balances— . 
Fuel & Motive Power ...... 1200 | Subscribed Cap. (fully paid). . 75000 
Rates & Taxes ............ 500 5% Debentures (issued ist 
Discounts- =, Secsec fos eee 750 July, 1904) 25%, see cae 20000 
Banks. winins a eee eer 3000 | -Trade Creditors ........... 3000 
Book Debts... tes caves eae 7000! |= Sales: sass severe svotacenten orate 54000 


es 
Answer.—Gross Profit £14000 ; Net £5500 ; Total B/S. £104000. 


9. What do you understand by ‘‘ Goodwill ?”? and how would 
you deal with this item in the successive Balance Sheets of a 
manufacturing company ? 10. How should Premiums received 
on the issue of the Capital of a limited company be dealt with in 
the books ?_ Give yourreasons. 11. On the 31st Dec., 1904, A, 
B, and C dissolved partnership and on the adjustment of a/cs. 
it appears that A’s Capital A/c. shows a credit balance of £3000, 
B’s a credit balance of £1000, while C’s Capital A/c. is over- 
drawn to the extent of £500. The balance to the credit of the 


a a 


Le ere Ve ae 


ms 


a 


firm at the bank is £3500. C is adjudicated bankrupt, and 
nothing can be recovered from his estate. How should the bal. 
at bank be divided between A and B ? 


12. State as fully as you can the difference between :—(a) 
Depreciation. (6) Maintenance. (c) Sinking Fund. 138. State 
shortly the respective advantages and disadvantages, under 
varying circumstances, of (a) Card Ledgers. (b) Loose Leaf 
Ledgers, as compared with ordinary bound Ledgers. 14. State 
fully how you would deal in the books of a company \with pay- 
ments made to the Commissioners of Inland Revenue in respect 
of Income Tax under Schedule “ D,”’ and with deductions made 
from Debenture Interest and dividends to shareholders in 
respect of Income Tax. 


INSTITUTE of SECRETARIES. (December, 1905:) 


4. What do you understand by the signs “ Dr.” and ‘“‘ Cr.” ? 
2. Distinguish between Real, Personal, and Nominal A/cs. 
Give one example (each) of a transaction affecting (a) only Real 


' A/es., (6) only Personal A/es., (c) only Nominal A/es., (d). all 


three classes of A/cs. ; 


8. Prepare Trading, P. & L. A/cs. and B/S. on 31st Dec., 
1904. Stoek, £1000. Depreciate Fixtures and Fittings at 10% 
per ann. and divide the Net Profit in the proportions of three- 
fourths to A, and one-fourth to B. 


Dr. Balances— : Dr. Balances continued— : 
A. Drawing Aje.. 2... 6564 £500 Salaries Hens spree Somlaedoa et. £250, 
5 h eres. Oa eros ate 300 | Stock, 1st January, 1904 .... 700 
Fixtures & Fittings... 2.2... 500 | 
Bills Receivable............. 400 | Cr. Balances— 
General Expemses ........... 200 | AR Capital Ad Crass x, <cratere ece-0%e 3000 
Purchases .. 4000 Be * iessieiaaliete erate 1000 
MRGUMG sca sed icese an 150: | Sundry Creditors ..........5 2000 
Sundry Debtors .. .. 3400 MAleS: se aeinid Dacate aenisletes 6s10s 4400 


Ans.—Gross £700 ; Net £50 ; Cap. of A. £2537 10; B. £712 10. 


4, Taking the T.B. given in the previous question state to 
what class of Ledger A/c. each item belongs, and the exact 
meaning of each balance. 5. On completing the P. & L. A/c. 
from a set of books you find that the result of the year’s opera- 
tions is a loss of £1000. How would you deal with this item in 
the case of (a) a company, (6) a partnership, (c) an individual ? 
8, Explain exactly what you understand to be the meaning of 
the credit balance appearing on the Capital A/c.. of (a) a com- 
pany, (b) an individual. 7. Define “‘Gross Profit.” State 
what a/c. shows the gross profit of a business, and what is the 
object of ascertaining it. 8. On the 5th Nov., 1904, A. sold 
goods to B. to the value of £105, drawing upon B. at three 
months for the amount. On the 15th Nov. he discounted the 
Bill with the London and County Bank, who charged him £1 
10s. On the 3rd Feb., 1905, A. having ascertained that B. would 
not be able to meet the bill, forwarded him cheque for £50 and 
with this assistance upon the part of A. the bill was duly met at 


maturity. Show in the form of Journal entries how these trans- 
actions should be recorded in the books of B. 9. Taking the 


facts stated in the previous question, show the a/cs. in the’ 


Ledger of A. which are affected by these transactions. 10. If 


you were asked to verify/the balance at Bank shown by a Cash — 


Book, and agree it with the Balance shown by the Bank Pass 
Book, how would you proceed ?_11. State exactly what you 
understand by a Sinking Fund. With what object is it created, 
and how is that object effected? 12. A Company offers for 
subscription 250000 shares of £1 each at a premium of 2s. 6d. 
per share, payable 5s. on application, 7s. 6d. on allotment, and 
the balance one month after allotment. Explain how you would 
deal with the various applications as received, and what records 
you would keep of the transactions between the Company, and 
each separate applicant up to the time of opening the share 
‘ledger. Give “pro forma” rulings of any special books that 
would be required. 18. In response to the offer referred to in 
the above question, applications were received on Ist Oct., 1906. 
for 300000 shares. The Company went to allotment on the 
following day, when applications for 10000 shares were declined 
and the deposits received on application returned, applicants 
for 80000 shares received only half the amount of their respective 
applications, and the excess of their deposits was applied 
towards payment of the amount due on allotment. The remainder 
of the applications were allotted in full. Show the Journal 
entries to record above, including the Cash items. 


14, From the Trial Balance of the Manchester Manufactur- 
ing Co., Ltd., for the half year ended 30th June, 1905, prepare 
Trading, P. & L. A/es., and B/S. Stoek, £15000. Depreciate 
Plant and Machinery 10% per ann., Business Premises 24% 
per ann. Add £150 to Reserve for Doubtful Debts. 


Dr. Baiances— Dr. Balances continued— 
Calis in Arrear easel re £250 Bad Debtpeie eeu 
Stock, Ist Jan., 1905 ....... 14500 Salaries cS. os oe 
Plant and Machinery ....... 4300 Directors’ Fees ...... 
Trade Debtors Al 6... s «cee 20000 Business Premises ... 
Bills Receivabie..........6 4800 | Auditors’ Fee ............ 
Cash an hand saeecsascc okt 25 | Cr. Balances— 
Cash at Bank ............. 5600 | Cap. A/c. (50000 Shs. of £1 ea.) 50000 
Carriage %.gankscs ee comets 550 Trade Creditors ......5.2.. 9600 
Travellers’ Commission ..7.. 300 Bills Payable ......., NePar 500 
General Expenses .......... 350 Reserve for Doubtful Debts ~~ ‘50 
Rates & Taxes jooi-scceeas 480 Reserve Mundo. ose eee « 10000 
Purchases ... Sal 
Wages ...... 
Discounts 


Ans.—Gross Profit £10450; Net £5135; Total B/S. £74985. 


INSTITUTE of SECRETARIES. (June, 1906.) 


1. Explain as clearly as you can why it is that the total of 
the entries on the debit side of a Ledger kept by double entry 
equals the total of the credit entries, 2, Assuming that a set of 


books have been correctly entered up to date what is thé enn 
ing of each of the following balances ? (a) Bad Debts, Dr. £46 
10. (6) Discounts and Allowances, Dr. £120 10.  (c) Returns, 
Cr. £16 5. (d) Bank, Cr. £5322 8. Upon which side of what 
Ledger A/c. would you look for information upon each of the 
following items ? (a) Rent of Business Premises paid in advance. 
(6) Amount reserved for Bad and Doubtful Debts. (c) Bills 


Receivable discounted. 


4 
Dr, Balances— Cr. Balances— . ; 

Stock, ist April _1905....... RODUG TM SALGS ney thes ss osiee \ahceence 
PPUECHAROS! Sion he so Mie we ow « 20000" ft Discounts <\sieine's-<cs oem: 
Salaries .................. 4000°} Sundry Creditors At 
Sundry Debtors ........... 12000 Bills Payable ... 
A.B. Drawings ......... footer LUGO. “Banko se ccs: 
General Expenses .......... 1200 A.B. Capital A/e. 
Bills Receivable............ 2000 , 


Answer.—Gross Profit £8000; Net £3600; Total B/S. £18000.. 


5. On the Ist Jan., 1906, A drew upon B for £1000 at three 
months and B accepted the bill on the following day. On the Ist 
Feb. A discounted this bill with his bankers, who charged him 
5% per ann. for the accommodation. The bill was duly met at 
maturity. Show, in Journal form, the proper entries in the 
books of A. 6. A received from B on consignment 600 barrels 
of flour at 20s. per barrel. He paid freight £25, insurance £5, 
and storage £5. He sold 300 barrels at 26s. atid the remainder 
at 25s., and charged B a commission of 24% on such sales. You 
are required to show how the above transactions would appear 
in the Books of A. 7%. Taking the facts stated in the preced- 
ing question, you are required to show how the transactions 
would appear in the books of B assuming that the a/c. is settled 
by A forwarding to B a bill drawn on C at three months, which 
is duly accepted and met at maturity. 8. Sometimes provision 
is made for depreciation of Plant by writing off a fixed propor- 
tion of the original cost in each year, and sometimes by writing 
off in each year a fixed percentage of the balance of the a/c. 
as it stood at the commencement of that year. Supposing 
that it is desired to write Machinery which cost £1000 down to 
(say) £600 at the end of the fifth year, state the amount 
that would be charged against each year’s profits under each 
of these two systems. 9. How is it that ‘“ Capital A/c.” appears 
as a liability upon a Balance Sheet ? 10. On the Ist May, 1906, 
A and B, who had previously carried on business apart, join 
in partnership. Show, in Journal form, the entries necessary 
to open the books of the new firm, supplying imaginary details. 


11. Prepare Trading, P. & L. A/es. and B/S. of the X 
Colliery Co., Ltd., on 3ist Dec., 1905, Stock, £2500. 


: re | Dr. Balances continued— SP 
Stock on hand, Ist Jan., {905 £1200 | Horsekeep & Maintenance £7500 


Or, Balances— 


Leasehold Colliery, Plant, Wagon e, Freight and 
Machinery~...........- 400000 Carriage-............. +. 40000 
New Works Expenditure .. 180000 | Discounts ............... 12500 
Trade Debtors ........... 80000 Salaries =< ene ecee See «+ 4000 
Bills Receivable......5.... 15000 | Directors’ Fees ........... 2000 
Banks, Sveicean bcs ees 24000 General Office Expenses.... 3000 
Stores & Materials in hand, : Rates, Taxes & Insurance 7500 
31st Dec., 1905 .... 2... 3500 | Cr. Balances— 
Interim Div. paid 1 Aug.,’05 30000 | Cap.500000 Shareso £1 each: 500000 
YS WiGOS =. Seiten = oosseete ote ai 250000 Reserve Hund. ao sesteees 100000 
Rents & Royalties ....... ». 50000 Profit & Loss A/e. ........ 
Stores, &c., consumed ..... 60000 Sales ...... Se iparareie oemeastanipee 500000 
ELOTSCSicagas erie eee 6000 Sundry Creditors ......... 71200 


Answer.—Gioss Profit £191300; Net £64800; Total B/S. 
£711000. : : 


12. Re-draft the B/S. of the X Co. referred to in the preced- 
ing question, showing how it should appear’if framed on the 
double-account system. 18. How would you deal with the 
expenditure upon the acquisition of patents in successive B/S.’s 
of an ordinary manufacturing Company? 14. What is the 
difference between a Reserve and a Reserve Fund, and when is 
it desirable that each should be represented by investments 
outside the business ? ; 


INSTITUTE of SECRETARIES. (December, 1906.) 


1. How many kinds of books are there? Name them, 2. 
Give a pro forma example of a Cash Book having columns for 
Discount, OfficesCash, and Bank. Insert six typical entries on 
each side, rule off the book, and bring down the balances. 3. 
Upon which side of what Ledger A/c. does the balance fall 
which indicates (a) the amount of the bank overdraft, (6) the 
amount of bills payable standing, (c) the amount of the 


undivided profits of a company. 4. Record the following 


transactions in a Journal :—Jan. 1, Sold goods to A. £100 ; 5th, 
Received from B. & Co. their bill for Law costs, £50; 8th, 
Received acceptance from A. for £100; 20th, Paid B. & Co., by 
cheque £48 in settlement of their a/e. 5. Distinguish between 
Trade Discount and Cash Discount, and state how each should 
be dealt with in the books of a commercial business. 6. Give 
the pro forma ruling of a book suitable for recording the sub- 
scriptions reeeived by (a) a club; or (6) a charitable institution. 


7. What is Goodwill ? How should the amount paid therefor 
be dealt with in the successive B/S. of (a) an individual trader 
alone, (6) a partnership, (c) a limited company ? 


8. Prepare Trading, P. & L. A/es., and B/S. of John Welbeck 
& Co., Ltd., Manufacturers, on 31st Dec., 1905. Stock, £18750. 
Depreciate Patents 10% per ann., Machinery & Plant 10% per 


aie Loose Tools 74% per ann. Reserve £150 for Doubtful 
Debts. = 
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Dr. Balances— Dr. Balances continued— 


Freehold Land & Buildings. .£40000 Rad -Debtars sdeiscaeaanis 
Machinery & Plant ........ 48000 | “Sales Returok.. 
aces Lae Sor Nei eae DQILS Perec sie sstere s,avie.« 

» Ist Jan., 1905 ....... Interest on Debentures .... 
Materials Bought .......... 23750 | Patents (cost) ............ 
Office Salaries & ‘Travellers 2600 | or. Bal 

vellers Pr. nces— 
Coal '& Cokes eict i xinx. on 1300 Tesned. Qapitals. is e.nanan. 
Rates 5 anes ace sscaie ea oe as poben tates Santee fmf 
Stehusie wsnvereecs eae un reditors . 
Blankshire Banking Co., Ltd. . 3600 | Bills Payable .... 
Sundry Debtors ........... 6800 | Profit & Loss A/c. Fi 
Cash in hand .............. D0 ype Ales he erca ach longs Sradaes 
Answer.—Gross Profit £19620; Net £6115; Total of B/S. 
+ 


£133115. 


9. What do you consider the best way of providing for 
Depreciation of Plant in the case of a manufacturing business ? 
IWustrate your answer by showing the entries in a Plant A/c. 
for three years, assuming the original cost of the asset to have 
been £1000. 10. Distinguish between Gross Profit and Net 
Profit in the case of a large trading concern divided into several 
departments. 


11. On the ist Sept., 1906, the A. Co., Ltd., purchases the 
business of A. as a going concern. The assets consisted of :— 
Machinery and: Plant £390000, Stock-in-Trade £90000. Trade 
Debtors £50000, Land and Buildings £200000, Work in Progress 
£30000. It was arranged that the Company should take over 
and discharge the liabilities of A. amounting to £50000. The 
purchase price was fixed at £750000, payable £250000 in cash, 
and the balance in fully paid ordinary shares of £1 each. Show 
Journal entries to record these transactions. 12. The X Min- 
ing Co., Lid., having its registered offices in London, remitted 
to its Manager in West Australia during the year 1905 the 
sum of £5000. At the end of the year it received from its 
Manager returns showing expenditure as follows :—Wages on 
Development £1000, Wages on Mining and Milling £1200, 
Salaries £500, Stores £1500, Sundry Expenses £200. During 
the year Stores to the amount of £500 had been used chargeable 
against development, and £700 chargeable against mining and 
milling. Bullion sold had produced £2400, and the estimated 
amount of bullion unsold was £500. Show the Journal entries 
in the Head Office books 


13. How is Depreciation of Fixed Assets provided for under 
the double a/c. system ?- 14. The X Co., Ltd., by its Articles 
of Association, is required to set aside and invest the sum of 
£1000 per ann. before declaring any dividends, in order to _ 
provide for the redemption of £40000 Debentures redeemable in 
26 years. At the end of that time the instalments so set aside 
have accumulated at,compound interest to £41645. The invest- 


ments have been sold and the Debentures repaid out of the 
‘proceeds of such sale. State how you would’ deal in the — 
Company’s B/S. with the credit balance of £41645 representing 
the accumulation of the annual instalments. s 


INSTITUTE of SECRETARIES. (June, 1908.) 


1. State how many different classes of Ledger A/cs. there are, 
and give one example of each class, stating upon which side of 
the a/c. the balance would normally be. 2. What do you 
understand by the expression, ‘“‘ Closing the books ?”? When 
does this operation take place, and what is its purpose? 8. 
Journalise the following transactions :—(@) Bought from A 
goods value £50. (b) Sold to B goods value £25. (¢) Allowed B 
as discount 12s. 6d. 4. What do you understand by Tabular 
Book-keeping ? State shortly under what circumstances the 
system is advantageous. 


5. X, a merchant, in the course of preparing his B/S. for the 
past year, finds upon his books the following debit balances :-— 
A, £10; B, £12; C, £15. A’s a/c. he regards as wholly bad, 
and he does not expect to recover more than half of the amount 
due from B, and two-thirds of the amount due from C. Show. 
Journal entries in X’s books before preparing his B/S, 


6. Prepare Trading, P. & L. A/es. and B /S. of a City Merchant 
for the year ended 31st Dec., 1907; Stoek worth £5000. 


Br. Baiances— Dr. Balances continued— 

Stock,. Ist Jan., 1907 ......4 £4800 Banke voekors 

PURCHASES ae saa eee 12250 Drawings sca taemesecros 1200 
Promises as cacevs cokes on 9500 | Bills Receivable............ 600 
Salaries = ins. oss aad fs... 650 | Gr. Balances— 

Carriage & Freight ......... 750 SALES ea ws cuatro asta a eee 16500 
Rent, Rates & Taxes ....... 500 Sundry Creditors .......... 50006 
General Expenses .......... 275 Bills Payable .........,... 500 
Bad: Debtsye. vs. eee ee GO>|- Capital “Ay Oe sayoaie oto eer 11000 


Answer.—Gross Profit £3700 ; Net £2200; Total B/S. £17500. 


7. Instance three different kinds of errors in a/cs. that would 
not disturb the agreement of the T.B. / 


8. Show the Ledger a/es. affected by the following trans- 
actions and state through what books of first entry each would 
be recorded :— 


1908.—Jan. 1. Sold to A. goods value £100. 
” 5. 2” ” 9 £200. 
Feb. 1. Drew upon A at three months for £300. 
» 4. Discounted A’s acceptance with Bankers at 6%: 
9. State how you would deal with Cash Discounts in a 
business where the receipt and allowance of such discounts is 
frequent, 


10. Qn the Ist Jan., 1888, the A. Co., Ltd., acquired a fifty 
years’ lease of its business premises, paying therefor £10000. 
It was decided to provide for Depreciation by setting aside £90 
per annum as a Sinking Fund, and on the 3lst Dec., 1907, the 
amount so set aside had (with int.) accumulated to £2400. On 
the 31st Dec., 1907, the Directors obtained from an Insurance Co. 
a Policy assuring them the payment of £10000 at the end of ~ 
thirty years, in consideration of an annual premium of £220, 
the first premium being paid on that date ; having thus provided 
for the Sutae Say of Capital they gave instructions that the 
- £2400 accumulated during the past 20 years should be stated in 
the B/S. dated 31st Dec., 1907, as “‘ Reserve Fund.” Do you 
consider this treatment correct ? Give reasons for your answer. 


/ 

11. Capital expenditure has been defined as expenditure of 
such a character as to necessarily involve further expenditure 
for up-keep in subsequent years. Give two examples of Capital 
Expenditure that would not be covered by this definition. 


12. State shortly the difference between the basis for the 
valuation of assets in the B/S. of a going concern and in the 
Statement of Affairs of an insolvent business. 13. What is 
sectional balancing ? 


414, X & Co. are Wholesale Drapers. It is their practice, 
when preparing their annual B/S., to make a Reserve of 23% 
on their Trade Debtors and Creditors to cover Cash Discounts. 
On the 3lst Dec., 1906, the Outstanding Debtors were £4872, 
and the Creditors £2648. At the end of the following year the 
figures were £3980 and £2964 respectively. During the year 
1907 the totals of Discounts (as per Cash Book) were as follows : 
Dr. £1623, Cr. £1205. Show the Discount A/c. for the year 
1907, as it would appear after closing the books on the 31st Dec. 
last. 


ROYAL SOCIETY of ARTS. (Advanced, 1905.) 


1. Explain the difference between a “‘ Trading” A/c. and a 
“Pp. & L.” A/e., and state in which a/e. you would place the 
following, giving your reasons :—Purchases, Manufacturing 
Wages, Carriage, Returns, Sales, Allowances, Debenture 
Interest, Salaries, Advertising, Stocks and Materials. 


2. Show how the following transactions should appear in the 
books of, Richard Random & Sons. They shipped goods to 
Paul Gold, their agent at Cape Town, on Ist September, 1904, 
and sent therewith a pro forma invoice for £578 (goods £500, 
freight £60, and insurance £18). On 28th October Paul Gold 
sent home an A/S., from which it appeared that a portion of 
the goods had realised £460 ; and deducting exs. £10 and comm. 
£25, he enclosed a draft at 3 months for the balance. The stock 
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unsold amounted at invoice prices, plus exs., to £280. On 
Nov. 2nd he sent home another A/S., which showed that the 
balance of the consignment had realised £320; which, less £8 
exs. and £10 comm., he remitted by a 8 months draft. (Profit 
on Consignment, £149.) 


8, The undermentioned errors were made by the counting x 
house staff in the books of Messrs. Black & Brown during the : 
year ended Dec. 31, 1904. How would you adjust these errors, $ 
and how would they affect the Annual A/cs. for that year? (a) 
On June 30, a builder’s charge for the erection of a small shed, _ 
amounting to £198, was analysed in the Purchases Journal : 
under the head of “ Repairs”’ and posted. to that a/e. (b) On 
July 1 a cheque for £18 2 4 received from James Smith was dis- 
honoured and posted to ‘‘ Allowances A/c.” (c) On Aug. 12 
the total of the previous month’s wages was debited to “‘ Manu- 
facturing Wages A/c.” During the month some new machinery 


sore hae nt ey econo at 


had been put down, and the firm’s own men had spent time 
. thereon amounting to £14i. (d) On Dee. 28, goods to the value 
of £64 were returned by Francis White and taken into stock ; 
but not entered in the books until 2nd Jan., 1905. > 
Ex. The North London Engineering Co., Ltd., was 3 
registered on Jan. 1, 1903, with a nominal capital of £100000 in = 
Ordy. Shs. of £1 each. It had power to issue £15000 Mortgage 
Debentures of £100 each, bearing interest at 4% per ann. It — 
took over on that date an existing business and commenced : 
manufacturing. At the close of 1904 stock was valued at i 
£14250. The following adjustments were necessary before —_ 
closing the a/cs.:—(a) Depreciation of Plant and Machy. at 
10%, Patents at 20%; (6) Half-year’s Debenture Int. due on 
Dec. 31 to be reckoned; (c) 5% provision for bad and doubtful 
debts to be made. Prepare Trading A/c., P. & L. A/e. and 
B/S. after carrying £1500 profit to the Reserve A/e. : 
Dr. Balances— Dr. Balances continued— : 
Unpaid Calls .-....0....5.5 £300.| Bad Debts ............... £578 = 
ROOD: Fy )oeie\ ciclo vale einer ape 900 | Int. payable & Bank charges 138 H 
Cash: Sas uaten tice eaten 320 | Additions to Buildings during a 
Sundry Debtors ........... 7240 the: year reir sees 3840 
Machinery & Plant ........ 12480 | Cr. Balances— 
Freehold Buildings (Jan. 1).. 24000 Share Cap. A/c. (60000 shs. of 
Stock (Jan. 1, 1904) ..,..3. 17200 £1 each issued and 10/- per 
Manufacturing Wages ...... 22100 share called) ........... 30000 
Salaries Satins oe ease ess 2400 | Sundry Creditors ......... 4095 
Carriage yeeretecesecs pcan 560° |= Reserve Aes .:c..:c62..cua, 8500 
Rates, Taxes & Insurance .. 252 Mortgage Debenture ...... 9000 
Trade Expenses ........... 721 LES A tron coe oe cee 121580 
VOPAIES 8 oe tee teeta hs 240 NUE, wietecev atemrareie ne ees 374 
Purchases s'<20) jism eleisssaeies 84604 | Unpaid Dividends ...... 


re 58 
Mortgage Debenture Interest 180 | HoldfastBank Ltd.(overdraft) 4200 
Provision for Auditors’ Fees _75 | Bad Debts Res, Jan.1,1904 321 


Answer,-Grose Profit £11926 ; Net £5507 ; Total B/S. £61240. 
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ROYAL SOCIETY of ARTS, (Advanced, 1906.) ~ 

1. Walter Robinson, who is a slate merchant, has recorded 
his transactions in the following books :—(a) Sales Day Book, 
in which all sales to customers have b2en entered. The sales 
have been posted in detail to the debit of the customers’ 
personal accounts in the ‘Sales Ledger.” (6) Cash Book : 
Only “ Bank” items have been dealt with in this book, and all 
cash thus received and paid has been duly entered. Cash 
received from customers has been posted to their credit in the 
“Sales Ledger.” Cash paid to creditors for goods purchased 
has been posted to their debit in the ‘‘ Purchases Ledger.” 
With these exceptions no further posting has been done. (c) 
Petty Cash Book :—This book, used for small cash payments, 
has been kept in funds by a weekly cheque passed through the 
“Cash Book.” (d) “Sales” and ‘‘ Purchases ”’ Ledgers, 
as referred to above. Statements from creditors and receipts 
have been kept on a file, but not otherwise dealt with. Except 
as detailed above, no further record of any kind has been kept 
by Robinson of his business transactions. Is Robinson’s system 
of book-keeping an efficient one? If not, what alterations or 
additions will be necessary, in order that he may be in a 
position to prepare proper annual accounts ? : 

2. Black and White enter into partnership upon equal terms 
as to profits or losses of the venture, for the purpose of perfect- 
ing an invention with a view to its sale to a Syndicate. No 
interest was to be paid on Partners’ Capital prior to division 
of results. Black contributed £300 and White £150 to cover 
the cost of experiments, White giving his personal services 
without salary. Upon the completion of the necessary experi- 
ments the purchases and expenses were found to have amounted 
to £478. Black then advanced a further £50 and White paid 
a further £22 for Patent Fees, &c. The invention was sold by 
them to a Syndicate for £1000 in cash, which was paid to them, 
and 1000 fully paid shares of £1 each in the Syndicate, and 
these were duly allotted. Upon dissolving the partnership, 
White arranged to take over the stock of materials at an agreed 
valuation of £36, and undertook to discharge outstanding 
liabilities (if any). Black consented to take over the 1000 fully 
paid shares at an agreed valuation of £50. Prepare the accounts 
necessary upon the dissolution of partnership. 

What is a “Cost Account’? ? Give a specimen of a Cest 
Account suitable for use in some manufacturing business with 
which you are acquainted, giving both the ruling of such 
account, and also entering not less than six and not more than 
twelve items of cost relating to that particular manufacture, 
4. What is meant by the ‘“ Double Account ”’ system of Book- 
keeping ? To what classes of enterprise does it refer ? 

Ex. The Sherbourne Iron Furnace Co., Ltd., has a registered 
cap. of 150000 shares of £1 each; 120000 shares upon which 10s, 
per share has been called up, have been issued and subscribed. 
Owing to default by non-payment of Calls, 100 shares, upen 
which £5 has been received, have been forfeited in accordance 
with the Articles. On 30th Sept., 1905, the Stock was certified 


. 


is Pes 
by the Managing Director :—Pig Iron £16045, Limestone £78, 
Coal and Coke £900, Iron Ore, &c., £1128. The balances were 
extracted after all the necessary trade reserves and depreciations 
had been adjusted. Prepare a “ Furnaces” (or Working) A/e.. 
showing the cost of the Pig Iron produced, a Trading and P. & 
L. A/e. for the year ended 30th Sept., and a B/S., after carrying 


£2000 to the Dividend Reserve A/c. 


Dr. Balances— _ Dr. Balances continued— 
Freehold Premises.,........ £23400 Insurance (Fire & Employers* 
Furnaces, Fixed Plant & WuaOllityyrs dc pierce cohas tas £8856 
~ Utensils... .. 3. seria’ 24920 | Law Charges’.......... wares 33 
Locomotives & Rolling Stock 7411 | Bad Debts .............. we Fe) 
Wages (Furnaces) ......... 8724 | Dividend A/c. (paid March 31, 
Limestone Stock ... aX 122 | 1905, on a/e. of year ended 
Coal & Coke Stock .. 1400 Sépt:;30, 1904)... es » 5995 
Tron Ore, &c., Stock ». 1006 Cash iu hand ...... $224 
Pig Tron Stock ........ -. 26272 Carriage Inwards..... 2000 
Coal & Coke Purchases ..... 27227 | Carriage Outwards ... 3000 
Limestone Purchases........ 3320 
Tron Ore, &c., Purchases ... 14467 | Cr. Balances— 
Sundry Debtors ....... ees Ber ivy RESET WCities a iote ove cthoren, Se -e«» 2000 
Rates & Taxes ........... *, 1297 Share. Capital ........... -. 59950 
Repairs & Renewals of ier DNS POVAAG On. suet oe oe 12u 
Warnaces, &C.2.....5.5006 2500 | Profit & Loss ..........65. , 7822 
Repairs & Renewals of NORIO as vce oso selene tare 86873 
Rolling Stock, &c......... 1221 | Forfeited Shares ........... 5 
Office Salaries & Sundry Wages 1728 Sundry Creditors .......... 5604 
Travelling Expenses ....... 237 Bank Overdraft 2. occ 00s%« 1981 
Answer.—Gross Profit £17986; Net, £9876; Distributable, 


£9703, 
ROYAL SOCIETY of ARTS, (Advanced, 1907.) 

1, Give the form of B/S. as provided by law for one of the 
following :—(a) Gas Co. ; (6) Railway Co. ; or (c) Insurance Co. 

2, A Manufacturer, whose business is divided into the 
three departments of knitted mufflers, sailors’ jerseys and 
woollen gloves, adopts the following method of recording his 
sale transactions. When goods are dispatched, an invoice is 
made out in an invoice Carbon Copy Book, and sent to the 
purchaser. The Carbon Copy Book is then handed to the 
Ledger Clerk, who writes the Ledger folio of the customer’s 
a/c. under the total of the Copy Invoice, and posts the item to 
the debit of the customer’s a/c. in the Ledger thus :—Invoice 
No. - 
April 1, 1907. To Goods, N.B., No. 0001, £59 12 10. 
Does this method appear to you to provide an adequate record ? 
If not, what would you suggest and with what object ? 

8. What special instructions would you suggest should be 
given at the time of “Stocktaking”’ to the clerks who are 
responsible for checking inwards invoices and have charge of 
the Purchase Book and Purchase Ledger, so as to ensure the 
accuracy of the figures representing Purchases, Expenses and 
Stock as appearing in the Trading A/c. for the period under 
review. 

4, George Hargreave commenced business as a builder on 
Ist Jan., 1906. He owns a gravel pit, from which he obtains 
material useful to him in executing his building contracts. 
From the following figures you are required to prepare the 
gravel pit Working A/c. for the past year to 31st Dec., ete Xo) 


a, 


contracts. at the cost price per load. The gravel pit is leased to 
him for 24 years at a rental of £10 a year, and this he has duly 
paid. The equipment, consisting of the necessary screening 
machinery, &c., has cost him £552. The wages for the men at 
the pit for the year have been £247, while supplies to the 
department issued from the general stores (as shown by the 
storekeeper’s records) were implements £43 15s. 6d., coal and 
coke £20 5s. 5d., and sundries £11 lls. Id. Sales of gravel at 
the pit to outside purchasers amounted to 1568 loads at 2s. 6d. 
per load. Mr. Hargreave has used on his contracts during the 
year 2304 loads of gravel, carted from his pit with his own 
carts, to cover which he had charged his gravel pit Working 
A/c. 43d. a load. In preparing the A/c. provide for writing 
off the value of the equipment over the period of the lease, by 
equal annual amounts ; and, as he allows the pit the benefit of 
any profit on outside sales, to charge the working a/c. with 


‘interest at 5% per ann. on the equipment. Answer.—Cost of 


Gravel per load, 2/-. 

Ex, The John Smith and Steel Nib Co., Ltd., -was 
registered on, and took over the business of John Smith, as from 
Ist Jan., 1906. Smith sold his business to the Company upon 


- the following valuation :—Buildings (on leasehold premises with 


21 years to run from Ist Jan., 1906) £7500; Machinery and 
Plant £11650; Stock and Materials £3872; Goodwill £10000. 
The Company took over the Book Debts, which Smith 
guaranteed, while he discharged the liabilities existing on 
31st Dec., 1905. The Company was registered with a Nominal 
Capital of £80000 divided into 80000 shares of £1 each. Of 
these 25000 fully paid shares were allotted to the Vendor as part 
consideration for the sale of the business, the balance being 
paid to him in cash. 20000 shares were offered to, subscribed, 
and fully paid by the Public, with the exception of 200 shares 
on which 10s. per share had been paid, and which were forfeited 
during the year 1906, by resolution of the Board of Directors, 
owing to the non-payment of the final call of 10s. per share. 
The books were closed on 31st Dec., 1906, the Stock amounted 
to £6760. Write off 1-20th of the value of the buildings (to 
psovide for the expiration of the Lease) ; 8% of the Machinery 
and Plant; one-fourth of the Preliminary Exs.; and 5% for 


Bad and Doubtful Debts. Prepare Trading and P. & L. A/es. 
and B/S. 


Dr. Balances— Dr. Balances continued— 
RUD CHASES ate cereus tee £35720 Sundry Debtors £12380 
Rent... a 76 400 
Rates & Vases .... 
WEES Si rectreiesiecsia iets 
Salaries : -» 917); anteed by Smith and ar 
Manufacturing Expenses ... 2163 ' _ payable by him) .... 206 
Returned Sales ...4........ 763 Cash at Bank ........ 3599 
Discounts allowed (of which _... | { Auditors’ Fees 11... 111777" 100 
£239 were allowed on debts "= | ~ 
which were guaranteed in SRY Cr. Balances— 
full by Smith and are: Sales: is. ncee as tae ee 49798 
qorepe Dy hint) sxe en 1083 | Returned Purchases ....... 311 
Office Expenses ........... 1006 | Discounts received ........ » 661 
Directors’ Fees ...... esesee 200 | Sundry Creditors .o......., 4897 


as.to enable him to charge the gravel he uses for his various _ 
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State what dividend you would recommend to be paid to the 
Shareholders, and what balance of P. & L. A/c. would be carried 
forward to the next year. (Proposed Dividend 24%.) 


Answer, 


Gross Profit £6110; Net £1322; Total of B/S. £50689. 


ROYAL SOCIETY of ARTS. (Advanced, 1908.) 


1. If, on comparing your Bank Cash Book Balance with 
your Bank Pass Book Balance, you found that the two did not 
agree, what steps would you take to check the correctness or 


«otherwise of your Bank Cash Book, and what would be the 


principal differences you would expect to find? 2, What is a 
“Cumulative Preference Share ?*? The A.B. Company is three 
years in arrear with the dividends on its 1000 6% Cumulative 
Pref. Shares of £1 each. Would this fact affect the annual 
a/es.? If so, how? 3. Give what you consider would be a 
satisfactory ruling for a Cost Sheet of a manufacturer, with 
whose accounts you are familiar. State from what books of a/c. 
the necessary information for the completion of the Cost Sheet 
would be obtained. 


4. A. and B. are partners in A. and B.’s Coal Stores, and 
they share profits and losses equally. On 31st Dec., 1907, they 
had cap. in the business—A £3100 and B £2600. The assets 
and liabilities of the firm, as en that date, stood at the following 
figures in the books :—Office Furniture and Fittings, £320.; 
Coal Trucks, £930; Trade Creditors, £848; Cash at Bank, 
£1166; Carts, Plant and Horses, £476; B/P., £652; Sundry 
Debtors, £3720; Cash in hand, £18; and Stock of Coal, &c., 
£570. They agree to take into partnership C, a coal agent, 


as from Ist Jan., 1908, on the following terms :—Profits and 


Losses to be shared :—A. 2/5ths, B. 2/5ths, and C. 1/5th. C. 
was to bring into the partnership “‘ Book Debts’’ amounting 
to £560 (less a reserve for Bad Debts of 5%), and the Goodwill 
of his connection, valued at £310; while his Cap. in the new 
firm was to be £1000, the balance of which he was to pay in 
cash on signing the Articles of Partnership on Ist Jan., 1908. 
It was further agreed between A., B. and C. that the following 
adjustments should be made in the figures as shown on A. 
and B.’s B/S. on 3lst Dee., 1907 :—The Coal Trucks were to 
be taken at £1000, and the Carts, Plant and Horses as at £550, 
the result of an independent valuation ; a Bad Debt reserve of 
74% was to be deducted from outstanding Debtors; the 
Goodwill of the old firm (A. and B.) was to be taken at £455 ; 
and A. was to be paid out from the Bank Bal. such a sum as 
would make his Cap. equal to B’s. The Agreement was carried 
out. ~(a) Make Journal entries necessary to complete the above 
adjustments, and (6) Draw up a B/S. showing the position of 
the new firm as on Ist Jan., 1908. - 


Answer.—Cap., A, £2760; B, £2760; OC. £1000; Total B/S. © 
£8020. 
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Ex. The Albury Mining Company, Ltd., was registered on 
Ist Jan., 1907, and commenced operations at once as an Explor- 
ing and Mining Co. The Nominal Cap. consisted of 50000 
Ordy. Shares of £5 each. Of this Cap. 20000 shares were issued 
and taken up by the public, 30/- per share being called up. 
During the process of sinking a shaft, a good deposit of clay 
was found, suitable for tile-making, and the Co. decided to 
manufacture and sell tiles, as a separate trading department. 
During the month of Dec. the Company’s Engineer reported 
that a paying vein of tin had been reached ; and the Directors 
decided that the cost to date of opening up this vein should be 
capitalised and written off over future years when the property 
was in full working order. Prepare (a) an a/c. showing the 
amount which you consider should be capitalised as representing 
the cost of opening up the tin vein, (6) an a/c. showing the 
trading results of the Tile Dept. for the year ended 31st Dec., 
1907, and (c) the B/S. as-on 31st Dec., 1907. The Directors 
decided that a charge of £343 should be made against the Tile 
Dept., as representing power, coal, &c., used; and a charge of 
£104, as representing a share of.general trade exs. The Stoek 
of Tiles on hand as on 31st Dec., 1907, was valued at £718. On 
the 3lst Dec., 1907, the bal. of the Ledger A/es. of the Co. were 
as follows :— 


Dr. Balances— Dr. Balances continued— 
Freehold Land at cost...... £7000 | Rates, Taxes, Office & Sundry 
Buildings at cost .......... 563 | Expenses and Carriage .., £584 
Preliminary Fixpenses ...... 410 Carriage(Tile Department) 215 
Stock of Stores & Coal, 31st Legal Expenses (re Claim for 
Hees eeacisan-s. cower 988 ‘injuries in Mine Accident) 220 
Coal consumed............. 931 Tramway & Wagons at cost 1100 
IWBBOR ee erate nel svsieroietste ts +.. 93843} Travellers’ Commission (Tile 
DPaBLiCs sos aos a reaeins siere 308 Department) ...0...6i.2- _ 63 
Stores Used: -, saarkers onare ee 2745 Cash at Bank ............. 2477 
Stores (Tile Department) ... 56 | Cr. Balances— 
Wages (Tile Department) ... 2733 Od pitalt. ine asin caeiraena ae 30009 
Machinery & Plant at cost .. 12038 Sales of Tiles-.. 0.0.00. 0c86 . 2599 
Sundry Debtors ..... A Soy Og 359 | Sundry Creditors .......... 3407 
Bills Payable ..0....5..... 627 


Answer.—Amount to be capitalised, £8184; Net Loss on Tile 
Department, £197 ; Total B/S. £34034. 


ROYAL SOCIETY of ARTS. (Advanced, 1909.) 


1. In a business consisting of various departments, in what 
way would you keep the Stock A/es. so as to (@) minimise the 
danger of false returns by the Manager and (6) prevent theft on 
the part of dishonest employees? 2, A Company having a 
Lease standing in their books at £5000 decide to provide for 
depreciation by taking out a policy for leasehold redemption. 
How would you deal with the annual premiums in the books ; 
and how would you adjust the a/cs. when the lease expires and 
the policy matures ?° 8, What do you understand by** Rebate 
on bills discounted,” and how would you treat this item when, 

. preparing the Profit & Loss A/c. and B/S. of a Bank 2 ; 


96 


4. Jones, a trader, finding that, owing to his liabilities, he 
was unable to successfully carry on his business, executed a 
deed of assignment on 30th June, 1908, in favour of his creditors, 
under which the creditors agreed to accept 1s. in the £ in full 
satisfaction of their debts. Brown, the largest creditor, (his 
debt amounting to £1000) arranged with Jones to take over the 
business and to pay in £300 in cash,’ in order to provide 
suffigent to pay the ls. in the £ to the ereditors, other than 
himself, and to furnish the necessary working capital for carry- 
ing on the business; and a legal agreement was, in due @ourse, 
entered into between Brown and Jones whereby it was agreed 
that Brown should carry on the business until such time as 
Brown should, from profits earned, have recouped himself his 
old debt of £1000 and the £300 advanced by him to Jones, 
together with the further sums it might be necessary for him to 
pay in, in order to carry on the business. Jones was to manage 
the business during that time at a salary of £1 10s. a week and 
5% commission on the net profits. When the profits had 
reached the amount necessary to recoup Brown for his original 
debt and subsequent advances, it was agreed that the business 
should revert to Jones. The creditors on 30th June, 1908, 
including Brown, amounted to £4000; the debtors, which were 
all presumed to be good, to £500; the Stock was valued at £200, 
and the Furniture and Fixtures at £20. Make the Journal 
entries necessary for opening the new books for Brown, as on 
30th June, 1908. Presuming that, on 31st Dec., 1908, Brown’s 
books showed Creditors of £80 (not including Jones’ commission 
for the half-year); Debtors of £700; Furniture and Fixtures, . 
after additions and depreciation had been taken into consider- 
ation, of £25; and Cash at the Bank and in hand £200; draw 
Brown’s B/S. as on that date, taking the stock at a valuation 
of £150. It is necessary, in'accordance with the terms of the 
Agreement for the B/S. to show the amount then due to Brown. 


Ex, The Manufacturing Co., Ltd., has a Nominal Cap. of 
15000 shares of £10 each ;. and a Subscribed Cap. of 8000 shares, 
fully paid up. It manufactures goods for sale at its two branches 
A and B, which sell no other goods than those of the Company’s 
manufacture. From the following T.B. as on 31st Dec., 1906, 
prepare Trading and P. & L. A/cs. for the Head Office and for 
each of the Branches for the year ended 31st Dec., 1908, and a 
B/S. of the Company as a whole as on that date. Stocks on 
hand valued as on 31st Dec., 1908, were :—Head Office, £10527 
45; Branch A, £3024 12 1; Branch B, £1927 9 4. Write off 
depreciations :—Head Office Plant and Machinery 10%, Furni- 
ture & Fixtures Head Office 5%, Furniture & Fixtures Branch 
A 5%, Furniture & Fixtures Branch B 5%. Create a reserve 
for Bad Debts of 23% on the Sundry Debtors. Write off £5000 
from Goodwill and carry £10000 to Reserve. All carriage on 
the goods sent toe the Branches is paid by the Head Office. 


‘ 


e8— Head Office. Branch A. —-Brancn B. 
Freehold Premises—Head Office £40000 


Dr. Balance 


Branch A. 10000 - = 
: Branch B, 10000 - - ~ 
Goodwilliin. srmenne settles 30000 - - 
Plant & Machinery, Head Office 8000 - - 
Furnitureé& Fixtures -HeadOffice 500 - - 
Branch A 700 - -~ 
Branch B aoe — ‘ 
Cash at Bank au5:.00 eccuteeee 
Cash in hand ...... Bee crienelt 14—-7.~°2 83°-2%-9 38 9 5 
Stock in hand, dh aelaestae ae . a 2812 3 7 199417 6 
Purchases (less returns)....... 5 : 
Wages =et Maes Sasa ca mae 39651 1 11 2419 - - 2622 3 4 
Salavies (22 a..an ae nie eral ae ae 7 247 14 4 276 6 6 
Carriage to Branches ..,..... 
Rates & PAXOS! < secs goietsyes: 0 323° 2 9 442 6 7 328 14 4 
General Expenses ........ a OLE Oe 2016 4 6 1796 6 8 
Goods from Head Office ...... 94167 2 3 44267 -— 2 
BBad Debts....... RRO eS 1552 8 2 746 17 11 
Sundry Debtors ............. 9620. 2. 9 5370 8.2 
Income Tax No apportionment 447 10 8 
Directors’ Fees of these items 1000 - - = 
Audit Fee to be made. ~ 105 - = 
Branch A. Current A/c........ ‘ 30118 3 
Do. B. GOS estate 3353 - 8 
£231855 17 8 £113360 4 11 £57440 19 — 
Or, Balances— 
Share: Capital’ se. 0 >on ie 80000 - - 
Sundry Crediters ............ 11247 138 2 541 6 6 - 547 12°14 
Goods to Branch A. ......... 94167 2 ; : i= 
Do. do. Bivocinvias ae 44267 --2 
Sales (less returns)........... 112517 - 2 58540 6 38 
Profit & Loss A/c. (balance) .. 2174 2 1 ; 
Head Office Current A/e. ..... 30118 3 8853 ~ 8 


£231855 17 8 £118360 4 11 £57440 19 - 
(AEE ESS ES EE EE ED 


Answer,—Goss Profit, Head £31457 19 4; A. £16143 6 5; B. 
£6583 14 7; Net, Head £26739 169; A. £11609 2 9; B. £3261 
41; Net Profit A/c., Bal. for Distribution £28784 5 8. Total of 
B/S. £131120 17 5. - 


ROYAL SOCIETY of ARTS. (Advanced, 1910.) 

1, John Garside keeps his “ Sales Ledger ” upon the “ self- 
balancing” principle. Prepare the necessary ‘‘ Adjustment 
A/e.” as on 31st Jan., 1910. 

Jan. 1. Total debtors’ debit balances at this date wero. . £12542 
» 31. Total goods sold to customers for the month .. 21658 
Total goods returned by customers for the month 942 

Total cash received from customers for the 


MOnth 5s eae SEN eee eee -.. 16621 
Total discount allowed customers for the month 968 
Total acceptances received from customers 

during month: =" soca Tata caer Sorel se See 3471 
Total acceptances dishonoured by customers - 

during mouth: 3; Qk sjsu eee Reh hater 542 


\ 
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like matters. Is it probable that the not rofit of the above 
business, as shown by the annual a/cs. of the firm, would be 
accepted by the Surveyor of Taxes as representing the amount 
assessable under Schedule (D) for Income Tax purposes ? Give 
examples of any surcharges that you consider probable, if you 
are,of opinion that the profit as shown by the firm’s a/es. would 
not be accepted as the basis of assessment. 

3. What is the chief difference between a “ Receipts & Pay- 


. ments A/c.” and an “ Income & Expenditure A/e.?2”? In what 


ee are these forms of accounts respectively made 
use 0 “ 

4 Give the “ Drawing A/e.” of John Robertson as it would 
appear in the firm’s Private Ledger as on 31st Dec., 1909, 
under the following conditions :—His Capital on Ist Jan., 1909, 
was £5000. His Drawings were :—Ist May £250, Ist July 
£300, Ist November £200, 1st December £100. His share of 
profits for the year was £795. Interest is allowed by the firm’s 
Partnership Articles on Capital, . and charged on withdrawals 
at the rate of 5% per ann. 

Ex, The Utopia Motor Works, Ltd., commenced business on 
Ist Feb., 1906, with a Nominal Capital of £200000, divided into 
5000 Pref. Shares of £10 each, and 150000 Ordy. Shares of £1 
each. Prepare Trading, P. & L. A/cs. and B/S. for year 
ended 31st Jan., 1910. Reserve for Interest on Loans accrued 
to 3st Jan., £26. Reserve for the proportion of Rates and 
Insurance paid in advance. Stoek, 31st Jan., 1910, £19822. 
Loose Tools on 31st Jan., 1910, were valued at £7285. The 
Directors decided (1) that 2/3rds of the expenditure on advertis- 
ing was to be carried forward in suspense ; (2) that the whole 
of. the expenditure on repairs was to be charged against the 
Repairs Reserve ; (3) That the Reserve for Bad Debts was to be 
fixed at 4% on the value of the Trade Debtors; (4) that 5% 
depreciation was to be written off the value of the Plant as on 
Ist Feb., 1909; (5) that £361 was to be written off for deprecia- . 
tion of Buildings. 


Dr, Balances— sie Dr. Balances continued— 
Plant (including additions dur- Loose Tools. oo e...s.0ca xe £8001 

ing year £723) ......s00r £36803 Advertising >. waciesceck one 2190 
Rates, Taxes, Gas, Water & Office Expenses .......... 203 

Insee. (including Rates for 1 Interest on Loans ........ 161 

year to 31 Mar., 1910 £126, Cash at Bank and in hand.. 37 

~ and Insce. tor 1 year to 31 Cr. Balances— 

Mar., 1910, £240) 0.0... 872 | 4500 Pref. Shares fully paid 45000 
Stock, ist Feb., 1909 ....... 14685 22640 Ord. Sharés 15/- paid 16980 
REOOGRREL 5 cone cos Gears Soc pins a 22000 | 32000 Ord. Shs. (Vendors) 
Sundry Trade Debtors ..... 8700 PWV EDR 9 acetic once sre 32000 
Calls in Arrear (Ordy. Shs.).. 86 Loans from Sundry Persons 930 
Preliminary Expenses ...... 587 | Repairs Equalisation Reserve 2648 
Purchases (including Carr.).. 57833 Bales) cove cs she 107866 
Wages (Manufacturing) ..... 53129 | Bank Loan ..... ¢ 3400 
Salaries and Commission ... 1263] Bills Payable é ous 11429 
Directors’ Fees ............ 2000 | Sundry Trade Creditjys ... 18176 
BG DOD US este io star's leisipsese 1106 | Transfer Fees .....% 8 pear : 17 
SROTIANER CE Oraricaty ares ieicieecs wens _ 2182 | Bad Debts Res., Ist Feb.,1909 807 
Freehold Land & Buildings.. 26782 | P.& L. A/c., 1st Feb., 1909 37 


Answer.—Gross £2041; Net Loss £6664; T'otal B/S. £127601. - 
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ROYAL SOCIETY of ARTS. (Advanced, 1911.) 
1, The undermentioned transactions took place between 
Robertson & Co., of London, and T. er & Co., of Melbourne : 
1910. Dec. 31. Balance owing by Trumper & Co. to 
: Robertson & Co., at this date........ £500 
1911. Jan. 7. WRobertson’s shipped goods to Trumper 


Bo COs cus: sas ot Nae gat a eiek ino Cece ae 6300 7 & 
9% Apl. 10. .Bank draft received this day by Robert- 
son & Co. from Trumper & Co. ...... 600 
15. Robertson’s paid on ‘behalf of Trumper 
, & Co. :— 
Charges Orient Mail 8.8. Co....... 50 
London Packing Co., Ltd. .:... .. 100 


Prepare Account Current, bearing interest at 5%, to be 
rendered by Robertson & Co. to Trumper & Co., as en 30th 
April, 1911. 2 Rs 

2, On 20th Jan., 1911, the Eastwood Timber Co., Ltd., 
allotted 500 ordinary#Shares of £1. each, numbered 18500 to 
18999, to Ernest Willington, 33 Rayleigh Street, E.C., and on 
the same day they sent him a letter of regret with reference to 
the further 500 shares for which he had applied. E. Willington 
paid for the shares allotted to him as follows :—11th Jan., 1911, 
5s. per share on application ; 20th Jan., 5s. per share on allot- 
ment; and 10s. per share (final call) on 20th Feb. On 28th 
Feb., 1911, E. Willington purchased a further 500 shares, Nos. 
1 to 500, on the Stock Exchange, for which he paid 21s. per 
share. The transfer from R. Gee, 14 High Street, Burnham, 
was lodged and approved on 6th March, 1911. On 31st March, 
1911, HE, Willington sold 100 shares, Nos. 1 to 100, to Peter 
Robinson, 14 Dowgate, Southminster, at 25s. per share, the 
transfer being lodged on Ist April; approved 3rd April. Show 
the above transactions as they would appear in the statistical 


\ books of the Eastwood Timber Co., Ltd. Ignore all questions 


of brokerage, stamps and transfer fees. 

8. The Tinacotah Rubber Plantation, Ltd., own a rubber 
estate in the East. Practically all the expenditure is local, and 
is made in cash. The rubber harvested is sent to Hamburg for 
sale by auction, the net proceeds being remitted to London. 
The local currency fluctuates considerably. You are required to 
outline briefly the system of Book-keeping you would advise the 
Company to employ, and to explain how you would deal with 


the question of currency and exchange. 4, Describe briefly ~ 


how you would convert a set of books, which had been kept on 
“ Single-entry ” methods, into the “ Double-entry ” system. 
Ex. The Patent Rice Food Co., Ltd., was registered as a 
Private Company in December, 1909, with a nominal capital of 
£32,000, divided into 30,000 ordinary shares of £1 each, and 200 
founders’ shares of £10 each. The latter shares were issued, as 
fully paid, to the inventor of the patent food, in consideration for 
the license granted by him te the company for the sole right to 


manufacture under his patent. The inventor and his friends 
subscribed for, and were allotted, 20,204 ordinary shares, upon 
which 12s. 6d. per share was called up. The ‘Company started 
business on Ist Jan., 1910, and on 30th Sept., 1910, an interim 
dividend of 4%, free of tax, was declared and paid on the 
paid-up portion of the ordinary shares. On 3l1st Dec.,* 1910, 
the Ledger balances of the Company, in addition to those 
represented by the above transactions, were :—Calls in Arrear 
£2 10 -. 


RIVERINE ede £1668 | Office Furniture............., £219 
Bank Loan ....... sie deaty crane 2000 | Office Salaries ............... 472 
BillerPayable™. os is .scces ss 4741 | Preliminary Expenses .......: 113 
eet oert lees seterhg ivi < are seco Shae | Purchiaesres Ser 2 2 a 5816 
CART AU BANE Gos. ons ue so oe 1311 | Rent, Rates, Lighting & Insur- 
Sundry Debtors ............. 92 Ce es Sarvigenieinvlenctera coos sete ee 247 
Discount on Purchases (less Dis, ALES Feral Ouiclatc coe. eee ae 8862 
OW MES) rb noe vip cae ws Sales ‘Returns. cle. cans csc ck.s 
Electrical Power for Factory .. 151 Stationery and Office Expenses 77 
Extensions of Leasehold Premises2500 | Sun y Trade Creditors ...... 1427 
Interest on Bank Loan ....... 65 | Travellers’ Salaries & Expenses 1166 
Machinery Purchased ........ BADIA WaPOS Shido ee oe 2299 


Stock on 31st Dec., 1910, £3075. Prepare Trading, P. & L. 
A/e. and B/S. Adjustments to be Journalised. ‘(a) Deprecia- 
tion of Machinery at 10% per ann. for the six months during 
which the machines had been running. (6) Expenditure upon 
advertising to be spread over three years (1910 to bear a full 
share) and one half of Travellers’ Salaries & Expenses to be 
earried forward to 1911. (c) The Carriage A/c. contained £236, 
representing freight on machinery erected at the factory, which 
it was decided to transfer to the Machinery A/c. The Wages 
included £93, representing the wages of men employed in erect- 
ing the machinery, which it was decided to treat in the same 
manner. (d) One quarter’s rent of the factory, amounting to 
£52, was owing to 31st December, 1910, and must be reserved 
for. 

Answer.—Gross Profit £3796 ; Net £506; Total B/S. £22846. 


ROYAL SOCIETY of ARTS, (Advanced, 1912.) 


1. Prepare the necessary a/cs. relative to the following 
investment, which would appear in W. A, Richardson’s Ledger : 
On ist June, 1910, Richardson purchased £5000 New Zealand 
3% (1945) Stock at 853 plus 2s. 6d. % brokerage and 45s. stamps, 
ete. On 3rd Apl., 1912, Richardson sold £4000 of the stock at 
89, and paid £6 7s. expenses, Int. on the Stock is payablo half- 
yearly on Ist Apl. and Ist Oct., less tax (to be taken at 1/2 in 
the £). 

2. After considering the audited a/cs. of the Company for 
the year ended 31st Dec., 1911, the Directors of the Rayon D’Or 
Publishing Co., Ltd., resolved as follows :—(1) To pay the 6% 
dividend (less tax) due upon the Pref. Stock (£50,000) ; (2) To 
pay a dividend of 8% (less tax) upon the Ordy. Share Cap. 
(£60,000) ; (3) To Transfer £1500 to the Renewals Res. A/e. ; 
(4) To carry forward the bal. The profits shown by the P, & L,, 


“lee 


A/c. amounted to £11,400. Assume the rate of Income Tax 
payable to be 1/2 in the £. Show the Journal entries necessary 
to carry out the above resolutions. 


3. Give a form (or forms) of ruling of a Cash Book, suitable 


for the record of the Receipts and Payments of a Life Assurance 
Co. with «a large business and many agencies. 4 Is an 
employer under any obligation to the Income Tax authorities 
with reference to the salaries paid to his staff? Are Limited 
’ Companies and their employees upon the same footing as the 
ordinary employer and his staff in this respect ? 


_Ex. A. and B. were in partnership as Manufacturing Iron- 
“mongers. Their Cap. A/es. as on 31st Dec., 1910, were equal 
in amount at credit. The partnership agreement provided that 
A. should take £300 of the profits before B. received any share. 
The balance was to be divided equally between them. During 
the year ended 31st Dée., 1911, drawings were made by A. at 
the rate of £50 a month, and by B. at the rate of £6 a week. 
On 31st Dec., 1911, the Ledger Balances, in addition to those 
of the Partners’. Capital and Drawings A/cs. were as shown 
below. Stock, 31st Dec., 1911, £6928 4s. 6d., Work in Progress 
£301 68. 1d. ; Loose Tools £406 13s. 2d. Prepare Trading, P. & 
L. A/es. and B/S. after taking the following into considera- 
tion :—(1) the Auditors called the Partners’ attention to the fact 
that the Leasehold Premises had not been depreciated in 
the past. The lease has 15 years to run, and it is decided to 
write off the book value in equal annual instalments; (2) 10% 
Depreciation to be written off Plant & Machy. as on 31st Dec., 
1910, and 5% off the additions made during the year; (3) £50 
depreciation to be written off Furniture and Fittings; (4) 
Wages A/c. is found to include £47, paid to men during the 
time certain repairs were being made by them to the machinery ; 
_and it is decided to transfer this amount to its proper a/c., and 
also to put through a transfer of £121] 2s. 7d. as representing 


the cost of material used out of stock for such repairs; (5) The — 


unexpired portions of Rates and Insurance were on 31st Dec., 
1911, £27 2s. 3d. and £14 Qs. 1d. respectively ; (6) Create a 
Reserve for Bad Debts, 5% on Sundry Debtors. 
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Cash at Bank ........ £280 2 8| Sales........... «2+. £34242 12 7 
Cash in hand ......... 37 15 2) Sales Returns......... 34713 7 
Plant & Machy. (includ- | Purchases Returns .... 742 12 =» 
ing additions during Stock, 31st Dec., 1910 6738 2 
the year of £345 28.) 4018 2 1 | Sundry Debtors -...... 9261 12 6 
Furniture & Fittings .. . 273 14 7 | WorkinProgress,31/12/10 276 1411 ~ 
Discount A/e. (Dr. bal.) 47 3 1) Advertising ........... LE 17 ot 
Manufacturing Wages 7649 12 10 | Bad Debts ............ 185 2 7 
PalarieSaer rien sietaereste 962 13 6 | Int.onTemporary Loan 
Purchases ........... 20747 16 11 (repaid Nov., 1911) 6 710 
Carriage ....... seeee. 467 4 9 | Loose Tools, 31/12/16 431 14 2 
Office Expenses ...... 212 6 2) Rent, Rates & Taxes.. 34615 3 
Postage and Stationery 42 15-1 | Insurance... 20.1... 92 4 2 
Sundry Creditors ..... 2136 19 — | Commission .......... 114 9 12 
Leasehold Buildings .. 1500 - - | Lighting & Heating . 102 4 7 


Answer.—Gross Profit £6155 14 7; Net £2826 14; Total 
B/S. £22061 — 4. pees ee os : f 


“7s; 


ROYAL SOCIETY of ARTS. (Advanced, 1913.) 
1. ‘The Falkirk Foundry Co., Ltd., was formed in January, 


Cap. of 125,000 Shares of £1 each. Tho Assets were taken over 
at their book values; and in addition, 10,000 fully paid Shares 
of £1 each were issued to the Vendor as the purchase price of 
the Goodwill. 100,000 Shares of £1 each were offered to the 
public and were fully subscribed and called up. With the 
exception of £300, all calls were duly paid up, as on 31st Dec., 
1912. During the year Debentures (5%) to the extent of £25000 


_ were issued. In addition to the above transactions, the under. 


mentioned ‘a/es. remained open upon the Company’s Books as 
on 3lst Dec., 1912 :—Sundry Creditors, £8960; Land & Build- 
ings £55895 ; Investments, £20220 ; Preliminary Expenses A/c. 
(Balance) £1560; Reserve Fund £2000; Stock-in-Trade (31st 
Dec., 1912) £12690; Plant A/e. £24908; P. & L. A/e. (un- 
distributed balance) £2550; Cash at Bank £9876; Cash in hand 
£489; Sundry Debtors £12572. Prepare B/S. of the Company 
as on 31st Dec., 1912. : 


2. Briefly explain the meaning of the following entries, 
which appeared in the books of the East Hssex Assurance Co., 
Ltd., at the close of the Company’s financial year, and describe 


_ the sources from which the entries would be compiled. 


a. Claims account .................. Dr. £15000 


6. Agents’ Commission Account ;..,..Dr. 1980 


For commission due, but not yet paid. 
* ¢. Outstanding Premiums Account ...Dr. 21000 
Do Pretiuris Ales G o 05s oss oo nc _ 21000 


8. The books of John Rogerson & Co. are efficiently kept 
upon the double entry system, and include one Bought Ledger 
and three Sales Ledgers (Town, Country and Foreign). Write 
a short report, instructing the firm’s book-keeper how to take the 
steps which are necessary in order to convert the above- 
mentioned Ledgers into Self-Balancing Ledgers. 

4. Enumerate six items, other than depreciation; which would 
be properly charged in the P. & L. A/c. of a commercial under- 
taking, but which would be disallowed by the Surveyor of Taxes 
for an Income Tax Return under Schedule (D). In each case 
state the reason why the particular item you select would be 


~ surcharged by the Surveyor. 


Ex. On Ist Jan., 1912, the Lucas Manufacturing Co., Ltd., 
was formed to acquire the business of Mr. A. B. Lucas. The 
Nominal Cap. of the Company amounted to £20000 divided 
into 20000 shares of £1 each. It was agreed that 10000 fully 
paid shares of £1 each should be allotted to the Vendor as the 
purchase consideration for his business. The remainder of 


Be = = 


es = . 

the shares were offered for public subscription, and 8000 shares 
were applied for and duly allotted. Up to 31st Dec., 1912, 
17s. 6d. per share had been called up; and, with the exception 
‘of 2s. 6d. per share on 1,200 shares, had been paid in full. 
The balances, stated below, appeared in the books of the 
Company on 3lst Dec., 1912, in addition, to the balances 
represented by the above transactions. Stock £3104 14s. 10d. 
Prepare Trading and P. & L. A/es. and B/S., after taking 
into consideration the following :—(a). Depreciate Plant and 
Machinery, and Fixtures & Fittings 10%; (b) One-half of the 
bal. of the Preliminary Exs. A/c.-is to be written off; (c) A 
quarter’s rent (£62 10s.) was outstanding on 31st Dec., 1912; 
(dq) Rates and Insurance unexpired and paid in advance on 
31st Dec., 1912, were respectively £17 2s. and £14 6s. 1ld.; (e) 
Res. for Bad and Doubtful Debts is to be made up te 5% on 
the amount of the Sundry Debtors. 


Plant and Machinery .. £8741 10 -— | Bil sReceivable........ £142 16 6 
Fixtures & Fittings.... 942 ~- - | Discount A/c. (Dr. Bal.) 18) Ose 
Sales-jticd sa ieee geet ; 9 | Preliminary Expenses A/e. 216 7 2 
Sales Returns ee 9 | Salaries -....a. Bion La . 70 - = 
Purchases: se. oset eas 7 | Directors’ Fees ........ 200 - - 
Purchases Returns .... 147 6 2| Rates, Taxes& Insurance 137 14 6 
Reserve for Bad Debts POOR I= Hs RONG ce. ctayeotee Mees 187 10 - 
Manufacturing Wages.. 5412 -— 6 | General Expenses...... 216 14 
Carriage Outwards.... 322 4 1 | Manufacturing Charges.. 167 16 
lighting & Heating .=- 86 14 1 | Stock, 31st Dec., 1911 .. 3416 18 
Fuel & Power ........ 307-6 T1-\cCash at.panks, isciuer 647 14 1 
Sundry Debtors ...... 6414 15 .— | Cash im hand .......... 19 10 
Sundry Creditors ..... 1342 10 9 


Answer.—Gross Profit, £4143 11 2; Net Profit, £608 11 2; 
Total of B/S. £18863 11 11. 


ROYAL SOCIETY of ARTS. (Advanced, 1914.) 


1. The undermentioned persons applied for, in the order 
named, and were, with one exception, duly allotted Shares of 
£1 each offered for subscription for Soleil D’or Limited. The 
Shares were payable as to 5s. per Share on application, 5s. per 
Share on allotment, and the balance as and when determined by 
Resolution of the Directors. The distinctive numbers allocated 
to the Shares in question ran from 1 onwards. The Application 
List was closed on July Ist, 1913, and all allotment moneys 
were paid on or before 15th July, 1913. Make the entries 
recording the application for, and allotment of, the following 
Shares in the Application and Allotment Book of the Company. 


Applied for. Allotted. 


Robert Rheid, 16 Finsbury Circus, H.C., Wool Broker 5,000 5,000 
George Dewey, 261 Low Pavement, Nottingham, Lace 

Manutaeturer.: o.<cse eee ee 1,000 500 
Robert Richmond, Eastwood, Essex, Rose Grower.. 2,000 2,000 
Florence Veitch, The Manse, Loamtown, Spinster .. 100 none 


2. What is an-Account Current ? Illustrate, by means of a 
pro formd account, a convenient method of arriving at the 
amount of interest chargeable on the current balance of an 
account between a merchant and his foreign agent. 


De Roe 
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8. On Dec. 31st, 1912, the Hadleigh Trading Co. appeare: 
in the books of A. B. Waters as Sehiaes to Bie outent at ie 
12s. 6d.; and on Ist Jan., 1913, they accepted three bills, in 
settlement of their account ; one for £150 at one month’s date, 
one for £175 at two months’ date, and a third, for the ‘balance 
of the account, at four months’ date. The first bill was duly 
met at maturity. The second bill was dishonoured, but ‘was 
renewed at one month, plus 5% interest, and was duly met on 
maturity. The third bill was taken up, under a rebate of 5%, 
one month before maturity. Give the entries necessary to record 
these transa®tions in the books of A. B. Waters. 


4.- The P. & L. A/cs., as prepared by Robert Rayleigh, for 
the three years ended 31st March, 1913, are set out below. The 
factory occupied by him was his own freehold property, the 


Schedule A Assessment being £300 per annum. ‘The Surveyor ~— 


disallowed thé amounts charged in the Accounts for Deprecia- 
tion, but agreed to an allowance of £39 for Depreciation on 
Plant. Prepare R. Rayleigh’s return for Schedule D purposes 
for the fiscal year 1913-14. 

1911 1912 1913 1911 1912 1913 
P. & LL. A/es.— £ & Ms £& a & 
General Expenses.. 450 501 462 Balance from : 
Depreciation (Plant) 82 71 68 Trading A/c. 2190 1842 1692 

» _y (Fixtures) 15 15 16 

Fire Insurance .... 12 12 12 i 
Income Tax ...... 29 ef A95\o2 


Charitable Donations 10 19 17 


M@lavies «w/o. eee cs 560 620 580 

Wet Profit. 6.25.3 682 227 - 169 
£2190 £1842 £1692 £2190 £1842 £1692 
AAS A READ An ey oe ey 


Ex. A. was in business as a manufacturer, and on the Ist 
Jan., 1913, he admitted his manager B. as a salaried partner, 
on the following conditions :—(a) A Goodwill-A/c. was to be 
opened in the books of the new firm, and debited with £5,000, 
and this amount was to be credited to the Partners’ Capital A/cs. 
in the proportions of ? to A. and }to B. The share of Goodwill 
eredited to A. was equal im amount to one-third of the balance 
standing to the credit of his Capital A/c. before the admission 
of B. as a partner. (b) The Partners’ Capital A/cs. were to be 
credited with interest at 5% per annum (out of profits): (c) B. 
was to receive (out of profits) a salary of £500 per annum, pay- 
able monthly, and he was also to be credited with 10% of the 
profits shown by the P. & L. A/c. before charging his salary or 
any interest on capital. The remainder of the profits (if any) 
were to belong to A. (d) B. was entitled to draw (with the 
consent of A.) during the year sums on account of his percentage - 
of profits. (e) No imterest was to be charged on the draw- 
ings of either partner. The entries required by clause (a) of 
the agreement were duly made on Ist J an., 1913; and during 
the year ended 31st Dec., 1913, B. drew his agreed salary, and 


also £50 on account of his percentage of profits. In addition to 
the amount standing to the credit of A.’s Capital A/c., before 
the admission of B. as a partner, and the balances represented 
by the above-mentioned transactions, the balances, stated below, 
appeared in the books of the firm as on 31st Dec., 1913. Stoek 
£4,945 15s. 6d.- Prepare Trading, P. & L. A/es. and Balance 
Sheet, after taking into consideration the following adjust- 
ments :—(i) Depreciate Plant and Machinery 10%, additions 
made during the year 5%, and Fixtures & Fittings £27. (ii) 
One quarter’s Rent, £75, was owing on 31st Dec., 1913. (iii) 
Rates and Insurance unexpired, and paid in advance, were 
respectively £12 6s. 2d. and £10 on 31st Dec., 1918. 


Cash at Bank ........ £490 12 4 | Sundry Creditors ..... £2337 15 9 
Cash in hand ....... Oe. 14°7 8 | Discount A/c. (Cr. Bal.) 8*= 3 
Fixtures & Fittings... . 327 - - | Postage & Stationery 5112 9 
Plant and Machinery (in- .| Office Expenses ...... 197 14 7 

eluding additions dur- Manufacturing Expenses 439 2 1 

ing the year of £97) .. 4524 12 6 | Stock, 31st Dec., 1912 5064 4 8 
Purchases ,.......... 17420 14 4) Bad Debts ........... 271 16 - 
Sales! arcs a awesistensitte anc 31921 Oe 6a ROR Gis Esta scorers araens 225-- - 
Carriage Inwards...... P1411 =| Bilis Payable ccc oe 1324 10 - 
Carriage Outwards .... 246 14 5 | Rates,Taxes& Insurance 127 2 10 
A. Drawings A/c. ..... 1275 - —| Fuel & Power......... 102 4 7 
Manufacturing Wages.. 5426 10 —- | Lighting & Heating... 49 6 4 
Office Salaries ........ 641 16 8 | Purchases Returns .... 987 14 1 
Sundry Debtors ...... 8942 14 10 | Sales Returns......... 1326 12 6 


Answer.—Gross Profit, £8063 4 7; Net Profit, £3754 19 6; 
Total of B/S. £23792 16 4. ; 


ROYAL SOCIETY of ARTS. (Advanced, May, 1916.) 


1. The Income of George Gordon for the fiscal year 1913-14, 
was as follows :—Interest from £60,000 23% Consols ; Interest 
from £5000 4% Mortgage on Freehold Property ; Directors’ Fees 
£1500; Literary Profits £384; Mrs. Gordon’s income was £400 
(gross). Mr. Gordon owns the lease of the house he lives in, 
which is assessed under Sch. A. at £200, and is subject to an 
annual ground rent of £20. He pays £360 per ann. Life Insur- 


ance Premiums. Upon what amount is G. Gordon liable to the © 


Inland Revenue for Super-Tax ; and what would he have to pay ? 


2. It has been stated, in connection with the double-account 
system, that the Capital expenditure of Parliamentary Com- 
panies must always remain in the a/cs. at the original cost, no 
adjustments being permitted. riticise this statement, and 
explain how the wastage of assets may be provided for. 


8. Flotations Limited owed £300 to its printer, Charles 
Shaftesbury. The Company held 5000 fully paid Ordinary 
Shares of £1 each in Killarney Ltd., a subsidiary company, and 
offered 300 of them to Shaftesbury in discharge of his debt. 
The offer was accepted. The Killarney shares were valued in 
the books of Flotations Ltd. at 15s. per share. Show the 
Journal entries to record the above transaction in the books of 
Flotations Ltd. Ignore the question of transfer expenses. _ 
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4. Charles Testout, a colliery pro rietor, leased the Leys 
Colliery to Oliver » Under the ees a royalty of 6d. one 
ton was payable on all coal raised. The dhaidal mistenang rent 
was agreed at £1500, with power to recoup shortworkings during 
the first four years. The Coal raised was as follows :—Ist year 
42000 tons ; 2nd year, 43000 tons 3 3rd year, 50000 tons ; and 
4th year, 64000 tons. Record the above in O. Rose’s books. 


Ex. The Wilson Manufacturing Company, Ltd., was formed 
with a nominal Capital of £25000, divided into 25000 Shares of 
£1 each, to acquire the business of Thomas Wilson as a going 
concern. On Dec. 31, 1913, the date on which the Company 
took over the business, Wilson’s Capital A/c. stood at £10000, 
and it was agreed that he should receive £5000 in cash and 
£10000 in fully paid shares. All the Preliminary Expenses were 
to be paid by the Vendor. These arrangements were duly 
carried out. The remaining Shares were offered to the public, 
and 12000-Shares were subscribed for and allotted, and on Dec. 
31, 1914, 10s. per Share had been called up. On July 1, 1914, 
£5000 4% Debentures were issued and subscribed at a discount 
of 5%. These Debentures were repayable &t par on June 30; 
1920. On Dec. 31, 1914, the following balances, in addition to 
those represented by the above transactions, appeared in the 
books of the Company :—Prepare a Trading and P, & L. A/e. 
for the year ended Dec. 31, 1914, and a B/S. as on that date. 
(a) Depreciation of Plant and Machinery and on Furniture and 
Fittings is to be written off at the rate of 10%, (6) £13 7s. 4d. is 
to be carried forward as representing the amount of Insurance 
unexpired, (c) the amount included in Fuel, Power and Lighting 
as being the amount chargeable for Lighting and Heating the 
offices of the Company is to be taken at £26, (d) the Bad Debt 
Reserve is to be increased to an amount equivalent to 5% on the 
Sundry Debtors, (e) Stock on Dee. 31, 1914. £4906 15s. 9d. 


Calisin Arrear ....... £75 - —-—,| Sundry Debtors ....., £6774 8 2 
Directors’ Fees ......, 150 - = 

Stock (Der. 31, LOLS). =. 5217-15: f 
2 


Plant and Machinery .. 1642 7 6 

Rates and Taxes ..... 192 4 _5/ Cash at Bank ........ 2370 14 
Office Expenses ....., 262 16 11 | Cashinhand........~ 2S 
Furniture and Fittings 902 10 — | Discount A/c. (excess of 

Carriage Inwards...... Ol 4 — dis. received over that 

Carriage Outwards.... 176 -— 4 allowed) ita. cies: on 27 4 1 
Manufacturing Expenses 140 19 3] Bad Debt Reserve (Dec. 

Fuel, Power and Lighting 14716 9 Ble OES) tie ected ot 18> 2-6 
Manufacturing Wages.. 264614 1/ Sales...........52777 17214 16 4 
DAISTIOS ans ootene scons 416 13 4 | Purchases Returns a G9. LO 
Sales Returns..,.....: 421 12 1 Sundry Creditors ....: 2173-15 = 
Purchases. 3... occa. 10614 12 8] Bills Payabie ........ 1407 12 7 
Insurance ...,... mee 47 6 2 


Answer.—Gross Profit £2933 77; Net Profit, £1187 16 2; 
Total of B/S., £25794 3 9. 


ROYAL SOCIETY of ARTS. (Advanced, June, 1916.) 


1. What are the functions of the “ General Ledger” as 
employed by an Assurance Company ? 2. Differentiate between 


the method of providing for depreciation in the single a/c. 
system as compared with the double a/c. system. Submit a pro 
forma B/S. of a Co. working under the latter system. 


8. When preparing A/es. for submission to the Surveyor o 
Taxes for Sch. D purposes, how would you deal with the follow- 
ing items ?—(a) Annual instalment in reduction of a premium 
paid on a Lease, (b) Int. on Cap., (c) Profit made on a Stock 
Exchange speculation, (d) Contributions paid under the 
National Insurance Act, 1911. 

4. W. Neil, of Glasgow, and M. Niphetos, of Kavalla, trade 
in conjunction by means of joint consignments. Profits or 
losses (including cost of discounting bills) are shared equally. 
Neil purchases in the U.K. and Niphetos in the Balkans. In 


both cases, sight bills are drawn for the invoice price of goods ~ 


purchased. Disbursements are to be settled as and when the 
accounts of each venture are prepared. On Ist March, 1916, 
Neil purchased, for cash, hardware goods to the value of £2383 
10s. 8d., and paid #reights and Shipping Charges £324 15s. 2d., 
Insurance £28 10s. 2d., Packing and Sundries £10 8s. 4d. On 
the same date he drew upon Niphetos and discounted the bill 
for £2360 4s. 1d. These goods having arrived, Niphetos dis- 
posed of them on 12th Apl. for cash £3384 7s. 9d., and incurred 
the following expenses :—Dock dues and Landing charges £28 
7s. 2d,, Duty and other exs., £341 7s. 2d. On the same day he 
honoured Neil’s draft. Prepare a statement showing the 
result of the consignment, and give the entries which would 
appear in Neil’s books. 


5. R. J. Ashton & Co., Ltd., was registered with a Nominal 
Cap. of £20000, divided into 10000 Ord. Shares of £1 each, and 
10000 6% Pref. Shares of £1 each. All the shates were offered 
for public subscription, and 5643 Ord. Shares and 6250 Pref. 
Shares had been applied for and allotted. Both classes of shares 
were fully called and paid up, with the exception of 10s. per 
share on £200. Ord. Shares. These shares were forfeited on 15th 
Sept., 1915, by resolution of the Directors, and were re-issued 
on 15th Dec., 1915, to a new holder for a cash payment of 15s. 
_ per share. On 30th Sept., 1915, there was an issue of £5000 
4% Debs. at 95, repayable in 10 years at par. The- whole of 
these Debentures were applied for and allotted. In addition to 
the balances represented by the above transactions, the following 
balances appeared in the books of the Co. on, 3lst Mar., 1916. 
Prepare Trading and P. & L. A/cs. for th@®ear ended 31st 
Mar., 1916, and a B/S. as on that date. (a) 10% Depreciation 
to be written off Plant, Machy., etc.; (b) the Reserve for Bad 
Debts is to be made equal to a sum representing 5% of the 
Sundry Debtors; (c) Insurance unexpired on 31st Mar., 1916, 
(£16) is to be reserved for; (d) B/R., not due until after 31st 
Mar., 1916, amounting to £672, had been discounted prior to 
that date; (e) Stock on 31st Mar., 1916, was valued at cost 
price, £6132 18s. 


Oh peta 


Stock (31/3/15) ....... £4642 14 6} Pref. Div. interim Div. £187 10 ~ 
87 10. 


=o 


Manufacturing Exs, ... 217 138 41 Purchases Mikado eee nO 
700 — - Purchases Returns ..-; 362 12 ~ 


ctors’ Fees »...... 10 

Rates & Taxes ....... 369 14 TO) Salariosg4,.) 0) ps..% +. 968 4°- 
Sundry Debtors ...... 5962 13 4 | Insurance 2221171777" WeEDO TES Po 

Legal Exs. & Audit Fee 147 10 —| Dis. A/c. (excess of dis, 
Res.forBad Debts(31/3/15) 406 6 7 recd. over dis. allowed) 29 14 6 
Receivable....... 419 8 8 Manufacturing Wages.. 2614 14 3 
Sundry Creditors ..... 1496 6 2 Office Expenses ...... 36212 4 
arr. on Sales ........ 269 14 10 | Factory Fuel & Power 95 6 7 
i ting & Heating ... 62 11 2] Plant, Machy., &e..... 2 69 10 — 

LCS) eiack even siele'elp +--. 16696 12 10 -& L. A/c. (Credit Bal 
Sales Returns......... 219 9 5 Mar. 31st, 1915) .... 696 10 6 
FreeholdLand&Buildings 4714 18 6 Carr. on Purchases .... 176 3 9 
Pref. Div. for yr. to Cash at Bank@........ 1977 5% 
Mar. 31st. 1915 ...... 375 ~ =| Cashin Hand....)277° 4! 92.2 


ROYAL SOCIETY of ARTS. Aocounting & Banking, 1905. 


1. To what class of enterprise does the system of Book-keeping known ag 
the “ Double Account ” system apply 2 Briefly explain its distinctive features 
as compared with the “‘ Single A/c.” system. ig 


2. Give a set of rulings suitable for the various books necessary to record 
the particulars and figures relating to the Share Capital of a Timited Co. from 


-the first application for shares by the public to the final record of shares when 


fully paid, including transfers. 


3. The following Ledger A/cs. appear in the T.B. of a Co. State how you 
would deal with the items in preparing the annual a/cs., and briefly comment 


4. Adjust for Income Tax (Schedule D) purposes the P. & L. A/e. of 
Messrs. Robert Sawyer & Son, Timber Merchants, set out below, and show 
the amount assessable for tax. The profits for the years 1902 and 1903, upon 
which tax was payable, were agreed with the Inland Revenue Surveyor, at 
£2304 and £1858 respectively. Gross Profit from Trading A/¢.,.31st December, 
1904, £5430; Salaries £920; Bad Debts £425; Int. on Cap. at 5%, £1050; 
Income Tax £56 ; Depreciation on Plant at 10% £780; Loss through Cashier’s 
Embezzlement £108; Res. for Bad Debts £870; Less Res. 31st December, 
1903, £720: Annuity to G. Sawyer £350; Profit for the year e/d. £1591. 


5. How should the following cheques be dealt with by the receiving hanker ? 
(a) Undated cheque ; (0) cheque presented after notice of the drawer’s death 
has been received; (c) cheque dated six months prior to presentation; (d) 
cheque dated’ én a Sunday. . 


6. The Blank Manufacturing Co., Ltd., desire to open an a/c. with the 
Bank of London, Ltd. Describe the formalities required in opening the a/e. 
7, State three different classes of securities accepted by bankers against 
advances to customers, and briefly describe the formalities necessary in each 
case between the parties when the loan is effected. 8. Describe a Bill of 
Exchange. How and when is a bill noted and with what object ? 


ROYAL SOCIETY of ARTS. Accounting & Banking, 1906. 


1. The Steadfast Assurance Co., Ltd., was registered in 1900, and during 
that year the whole of the Share Capital (consisting of 100000 shares of £1 
éach) was paid up in full. Submit pro forma accounts for the year ended 31st 
Dec., 1905, in accordance with the provisions of the Life Assurance Companies 
Act (1879), and point ont wherein the form of the prescribed a/cs. varies from 
that usually employed by Companies registred under the Companies Acts, 
1862-1900. ; 

2. Is the P. & L. A/e., as set out below, properly drawn up? If not, 
submit the a/c. as you would present it. 


rie. 


“To Salaries ...... . as areas £820 | By Stock ........%.0. £18200. 

3 Depreciation 2. .... 060.0 nea Less ist Jan., 1905 17400 £800 
Sp ULChaSeS isu s ocriaie eereshy 5 ; ee 
5 Returns: Mos asaee cee 362 | ,, Int. on Investments 3400° 
jp DISCOUNTS™ Sas Ha Morente core 424 Less Loss on Sale of aaa = 
;, Dividend Paid 3842 Investments..... 900 2500 
», Directors’ Fees . 1000 : : —— 
:, Trade Expenses ......... 1200 | ,, Balance from last year’sa/¢ 4321 
. Dividend (5% for year 1905) 6200 | ,, Sales .............. «vs. 59940 
;, Manufacturing Wages..... 8280 | ,, Errorin Books .......... 120 
3, Cransfer to Reserve A/c. - 4000 | ,, Unclaimed Dividends..... 321 
;, Balance carried to B/S.... 2876 : 


3, The Turbine Stéamer Co., Ltd., owns a fleet of 14 steamers trading to 
the Hastern Seas. These boats are at present insured in the ordinary way at 
Lioyds; but the Company desires to effect its own insurance for the future. 
Explain briefly what steps should be taken to inaugurate an internal marine 
insurance fund, and state what entries should appear in the books and annual 
accounts of the Co., whea the fund was in operation. 4. Describe briefly the 
difference in the method of recording and presenting the Capital A/c. of an 
ordinary Commercial Limited Company, whose A/cs. are kept upon the 
“* Single A/c.” system as compared with a company working under a special 
Act of Parliament, whose a/cs. are necessarily kept upon the ‘Double A/c.” 
system. Give a pro forma Capital A/c. of an enterprise working under the 
latter system. 5, Describe briefly the course of action which is usually 
followed by Bankers with regard to funds in their hands :—(q) in the case of 2 
deceased customer who left a will. (6) In the case of a deceased customer who 
did not leave a will. 

6. State whether the undermentioned endorsements of cheques are in order ; 
and if, in your opinion, irregular, explain in what way they should be amended. 

(a) A cheque drawn in favour of ‘‘ James Smith or Order ” is endorsed, 


* James X Smith” 


‘mark. 
(6) A cheque drawn in favour of ‘‘ Robert Radborn, Liquidator of the 
Hawk Motor Co,, Ltd., or Order” is endorsed ‘ Robert Radborn.” 
(c) A Cheque drawn in favour of “ George Good & Sons or Order” is 
endorsed “‘ George Good & Sons, A.R.C.”’ é 
(¢@) 4 Cheque drawn in favour of ‘ Walter Long’s Executors or 
uate is endorsed “per pro Walter Long’s Executors, Geo. R. 
ong. 


7, Isit absolutely necessary to note and protest a B/E. in case of dishonour ? 


State briefly the legal object of notinga B/E 8 A.B. desires to borrow £500° 


from his Bankers, who undertake to advance this sum apon the security of 
A.B.’s Life Policy for £1000 (whole life without profits) in the Established 
Assurance Company. State the grounds upon which the Bankers would 
consent to make such advance, and what steps must be taken to carry out 
the transaction efficiently. j = 


ROYAL SOCIETY of ARTS. Accounting & Banking, 1907. 


1. Robert Coe & Sons, Ltd., having brought out a patent article, sent 
samples to all their customers on “sale or return.” Customers keeping the 
goods were to be entitled to a discount of 20%, if paid for in one month. 
The samples were passed, at the full list price, to the debit of the customers 
and to the credit of the ‘‘ Sales A/c.”” How would you deal with these trans- 
actions when preparing the Company’s Annual A/cs. ? 


2, The P. & L. A/c. of William White showed a credit balance of £2040 for 


the year ended 81st Dec., 1906, as compared with £1850 for 1905, and £3210 for 
1904. These profits were arrived at after debiting the following items :— 
4 


See. ; 1904. 1905. 
White's Salary (Paid weekly through the Salaries A/c.) 250 250 
Interest on Capital at 5% ........ cc cesses seve. 152 175 
Sinking Fund, for replacement of Engine .......... 100 100 


Subscription to King’s Hospital Fund ............ 10 10 
Employers’ Liability Insurance .........eecee..,6 50 63 
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White also owhs hotise property of the gross value of £800 per annum 
subject to ground rents of £150 per ann. The property is mortgaged for 
£2000 at 44% per ann. He also holds £4000 Grea Eastern Ry. Consolidated 
4% Pref. Stock, and £2500 Henry Tate & Sons, 44% Debenture Stock. 
Make out White’s Income Tax Return for 1907-8. es 


3. Messrs. Clark, Ellis & Co. are a firm of London Manufacturers, whose 
chief business is in Bnagland. They have, however, a considerable business 
with South American buyers, and invoice goods to them in local currency and 
accept payment by bills in the same currency. How would you record the 
South American transactions in the books of the firm ? ¢ 


4. Select, in the case of each of the undermentioned undertakings, an asset 
which you would expect to find in the Balance Sheet of a Company of that kind, 
and which is to a large extent peculiar to it. Briefly describe how such assets 
should be treated (a) as to valuation, (4) as to depreciation, when preparing the. 
Company’s Annual A/es):—(1) Brewery. (2) Bank. (3) Colliery. 

5. What do you understand by the term “Currency?” Briefly describe 
the principal functions and attributes of money, 

6._ Mr. Chitty writes to his Bankers as follows :—1 Aprit, 1907. 

The Managers, 
The Stedfast Bank, Ltd , Cornhill, E.C. 
Deur Sirs; Please purchase for me the wndermentioned shares, 
Yours faithfully, Joseph Chitty. 
J.C.—100 Preference Shares Debenhams, Ltd. 
J.C.—100 Ordinary Shares Aerated Bread Co., Lid. i 
is the above letter a sufficient authority to the Bankers to purchase the shares 
and to debit the cost of the same to Mr. Chitty’s A/c. with the Bank ? 

7. Explain the difference, if any, between limited and unlimited legal 
tender. What constitutes legal tender in England ? 

8. Explain the undermentioned terms as applied to cheques; and briefly 
describe the duties and responsibilities of Bankers with regard to cheques so 
marked :—(1) ‘* Out of Date,” (2) “ Not Negotiable,” (3) “ Crossed to two 
Bankers,” (4) “‘ Drawer deceased,” (5) “ Effects not cleared.” 


ROYAL SOCIETY of ARTS. Accounting & Banking, 1908. 


1, The Companies’ Act, 1907, enacts that every Public Limited Company 
shall file annually with the Registrar of Joint Stock Companies (with the 
“Summary ” under Section 26 of the Companies’ Act, 1862), a Statement, in 
the form of a B/S., audited by the Company’s Auditor, containing a summary 
of its capital, liabilities, and assets ; and giving such particulars as will disclose 
the general nature of such liabilities and assets, and how the value of the 
fixed assets has been arrived at. Submit a pro forma Statement, conforming 
with the above requirements. 

2. In closing the books of a manufacturing firm, how would you arrive at 
the amount representing the value of ‘‘ work in progress’”’ ? How would such 
an item be treated in the annual a/cs. ? : 

3. A. & B. are in partnership and share profits as follows :—A. 2/3rds; B. 
1/3rd. The results of the trading of the firm, as shown by the P. & L. A/cs., 
for the past three years were respectively :—1905, a profit of £4800 ; 1906, a 
loss of £350; and 1907, a profit of £5400. Prepare a Return of Assessment of 
Income Tax under Schedule D for the current year. Before arriving at the 
profits, the following items had been Sassi the gis of the firm :— 


906. 1907. 

Transfer to Reserve Account ..,.. £200 .... nil ....£250 
Ground Rent (less Tax) ........... 80 .... £80 .:.. 30 
Income Tax, Schedule A.......... LOR aia SOLO eae. 10 
a < = Dia cueceyaeiarerte 200 inducer 200. ~ss--190 
Banker’s Interest ............... elie reresy Clee scene = LO 
Written off Goodwill ............ 100..... nil .... 200 
Pension to late Cashier .......... OOem, ie 600. ccc OO 


4, B.J.R. & Qo. are the owners of a business, working upon the multiple 
shop system. No branch is allowed to purchase any stock, and can only make 
payments in cash, through their petty cash account, which is replenished 
weekly upon the “imprest system.” All receipts are paid daily into the local 


rad 


Z 


bank, upon which the Head Office alone can draw. Upon what basis should 
goods be stocked out to the branches? Explain briefly the records which the _ 
Head Office books would show in the case of each branch. 


3. What is the proper endorsement for the following cheque, Mr. Andrew ~ 
Smith being an illiterate person :— 
> Medchester, ist. January, 1908. 
To the Bank of Medchester, Limited. 


Pay to Mr. Andrew Smith................0% acer amen as SOT DOTOEH 3 
Twenty pounds, = : ; 
£20 0 0 James Jones & Co. 


6, Briefly state the relations which the Bank of England has to the banking 
world, the government, and the general public. 


7. What is a letter cf credit ? If the grantee of a letter of credit — 
fraudulently increases the amount for which such letter is issued, what is the 
liability (if any) of a person negotiating, in good faith, a draft, drawn under 


such a document, for a larger amount than the original letter of credit was 
issued for ? i : 


__ 8. Are the following endorsements in order ?_ If not, what are the Banker’s 
duties and responsibilities with regard to them ? (a) A cheque payable to 
Richard Yea or Order was endorsed :—‘* Jacob O ppenheim, Richard Yea‘s Sole 
Executor.” (6) A cheque payable to the Holme Parish Council was endorsed : 
“A. H. Barrow, Clerk to the Holme Parish Council.” (c) A cheque payable 
to Mr. Alfred Hunt or Order was endorsed :—* Mary Hunt, Widow of A. 
Hunt.” (d) A cheque payable to John J. enkins, Esq., or Order was endorsed : 
““ner pro. J. Jenkins, Wm. Watkins.” 


2. Outline briefly, with sketches, any system of entering and checking the 


stores used in a manufacturing business with which you are familiar, and of 
which you approve. : 


3. Give a pro forma example of a Capital receipts and expenditure a/e, 
under the double account system. State briefly how depreciation can be — 
provided for under this system of accounting, 


4. Criticise the following Trading and P. & L. A/e. and B/S.; and draw 
them as you would present them to the shareholders of the Company at the 


eaual Meeting, giving pro formé figures for any items you think should be 
inserted :— 


The Patent Mixtures Company, Limited, 
Trading & Profit & Loss Account 


Dr. for the year ended August 81st, 1908. Gr. 
To Stock on hand .... £5321 By°Goods-solds ta sess cee £5571 
Less Plant ...... » 2108 Additions to Plant ........ 180. 
- £3213 Stock in hand. syss57- tor 4153 
Goods bought .............. 5130 Balance to Balance Sheet .. 514 5 
BROB nesereaiewiereieine\csis aockiie 915 7 
Carriages iaausencas is koes 55 
Branch Wages and Expenses 312 
Bad. Debtsi amines sh sci 210 
Rents, Rates and Insurance .: 319 
Trade charges ...... sistphelsiarolen toe OA. . 
£10418 


af 


Liabilities. : Assets. 


Share Capital .............. £5488 Sundry Debtors ...... saviei a esol. 
Sake 2: Steel feted © argh s eure oo oo ae avert seecclate ae OD 
Risin mateisiavele 9s Bole sues CK in hand ..... 0.0.42. +» 4153 

Sundry Creditors ......... ey ade | Cashin hand... 3... o. oc. ccrc : 3 
BRIANNAE SeTk...5 os Sos Vacs OLE 

£9825 £9825 
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“5. On 26th Jan., 1909, the Loamshire Bank obtained knowledge of an “* Act 
of Bankruptcy ” committed by their customer, Herbert ators Two days 
tie dele sete bes ane coe aes wee presented for 

a uly honoured by the bank. a e position and res i- 
bitty of the Dank with reference to these cheques ? R ss 


6. Give illustrations of three different methods of crossing cheques and 
briefly explain the effect and advantage of each crossing. Is a Banker under 
any liability if he disregards the instruction “ A/c. Payee only ’’ as appearing 
as & Grossing on a cheque ? : 


7. On 25th Jan., 1909, John Smith called at the Union Bank of London and 


' paid in the following :—Go.d, £25; Bank of England Notes £50; Cheque 


drawn on the Old Bank, York, £62; Cheque drawn on the Joint Stock Bank, 
Princess Street, E.C., £41. Trace the history of the above items as they would 


_- appear in the books of the Union Bank of London. 8, Explain the difference 


(if any) between :—{a) A general acceptance of a B/E. (6) A qualified accept- 
ance of a B/E, Give an example of each to illustrate your answer. 


ROYAL SOCIETY of ARTS. Accounting & Banking, 1910. 


1. Whatisa “Seeret Reserve ?’* Give two examples showing how a Bank 
or other “ Financial House ’’ could create a ‘‘ Secret Reserve.” 2. Explain 
briefly, by means of pro forma examples, how ‘‘ Royalties’ and “ Short- 
workings,’ arising out of a mining lease, are dealt with in the books of the 
lessee of a colliery. 

3, Robert Laws has been surcharged by the Surveyor of Taxes with the 
under-mentioned items in reference to his assessment under Schedule (D) :—(a) 
5% depreciation only, instead of the 10% claimed, .has been, allowed; (b) 
Interest on loan from J. Smithers disallowed ; (c) Cost of removing offices to 
new building disallowed ; (d) Subscription to local hospital disallowed. Has 
Laws any right of appeal against these surcharges? If so, what course is 
epen to him, and what chance of success has he in respect of the above items ? 


4. The Alpha Printing Co., Ltd., issued 10000 6% Cumulative Preference 
Shares of £1 each in Jan., 1904. Up to and including the year ended 31st 
Dee. 1906, the Preference Dividends were duly paid. Since that date the 

rofits have been insufficient, and nothing has therefore been paid to the 
Proferance Shareholders. Does this fact need record in the books or annual 


a/es. of the Company ? If so, how would you reeord the same ? 


5. The officials of the Share Gunpowder Co., Ltd., are as follows :— 
Directors, R. Edwards (Chairman), George Hughes, Frederick Gee and R. B. 
Burbridge ; Secretary: R. H. Woodside; Bankers: The London & County 
Banking Co., Ltd. The Company owe £142 10 2 to Robert Chambers. Draw 
a cheque in settlement of this amount having due regard to the prevention of 
fraud, and to the necessity for safeguarding the personal liability of the 
signatories. = . 

6. Whatisa “ Documentary Bill?” Give an example, and briefly describe 
the documents you would expect to find attached thereto. 7. Give three 
examples of “ special crossings ’’ in common use in connection with cheques. 
Explain in each case, the manner in which the negotiability of the cheque is 
Testrieted by the crossings you give. : 

8. A.B. obtains his Pass Book from his Bankers, in which the position of 
his a/c. on that day is shown by an entry of the balance. He returns the Pass 
Book to the Bank without objection to any ot the entries in it. It 1s sub- 
sequently discovered that one of the items debited to him represents a cheque 
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resented by his Cashier and cashed, the Cashier having forged A.B.’s signa- 
tice to the Freuee: Who is liable to make good the amount of the cheque so 
forged ? Does the return of the Pass Book without comment make A.B. 
liable ? Has A.B. to take any precautions to prevent such a forgery taking 
place; andif so, what ? Fi et 


ROYAL SOCIETY of ARTS. Accounting & Banking, 1911. 


1. What.is the chief difference between a Balance Sheet and a “ Statement 
of Affairs’? ? Give a specimen B/S. in condensed form; and show how the 
same figures would appear in a “‘ St. of Affairs. : 


2. The undermentioned items appeared in the annual a/cs. of a Limited 
Company, State briefly how they should be treated, when preparing the 
Company’s return under Schedule (D) for income tax purposes. (a) 5% 
reserve on total Sundry Debtors as a provision for Bad and Doubtful Debts. 


(b) Interest received on deposit a/c. with the Dresdner Bank, Old Broad Street, ~ i 


EC. (ce) Premiums received on an issue of new shares. (d) Loss by em- 
bezzlement by one of the Company’s travellers. 


3. What is the usual custom with undertakings, whose a/es. are com- 


> 


pulsorily kept on the “‘ double account system,” as to providing for the wastage ~ 


of their assets ? If such provision be made, how does it generally appear in 
the published a/es. ? 4, Explain briefly, with examples, the system of stock 
and cost a/es. which you would introduce for use in the office of a firm whose 
chief articles of manufacture consist of small machine parts. What is the first 
step you would take in introducing the system you recommend ? 


5, A textbook says “‘ the addition of the words xot negotiable to the cross- 
ing of a cheque renders the cheque untransferable, and therefore useless except 


to the payee.” Comment on this statement. Can the words not negotiable be” 2 


used for the protection of commercial dccuments other than cheques ? 


6. What is a Bank Post Bill? Briefly describe the usefulness of this = 


document for commercial purposes, as compared with a cheque or a bank note. 
‘7. A bill drawn in Denmark upon an English firm, is marked as payable 
in the “middle of April.’”” Upon what day can payment be demanded ? 


8. Make out the “ Return ” of the Bank of England on 15th Feb., 1911, in 
both Issue and Banking Departments respectively, from the following items :— 


Notes issued.,........0 £54,954,750 | Notes in reserve ........ £28,029,205 
Govern ‘sent debt....... 11,015,100 | Coin & bullion (both ~ 
Government securities .. 14,830,493 departments) ....... 37,496,973 


Other securities (issue) .. 7,434,900 | Coin & bullion (issued)... 36,504,750 


Other securities (banking) 29,305,667 | The rest .........:...0. _ 3,560,599 
Public deposits ......... 13,751,475 | Proprictors’ capital...... 14,553,000 
Other deposits ......... 41,262,833 | Seven day and other bills 29,681 


Give the amount of the notes in “ active circulation.” Explain briefly how : 


the Money Market and “ Bank Rate ” are influenced by the “‘ Bank Return” ; 
and which of the above items principally affect the matter. 


ROYAL SOCIETY of ARTS. Accounting & Banking, 1912, 


1. What do you understand by the “ slip system of Ledger posting” ? To ~ 


what classes of business can the system be advantageous y applied ? ustrate 


your answer by giving two pro-forma posting slips applicable to the business — 4 


you select. 2. Outline briefly the rules which should govern the Balance 
Sheet valuation of investments, held by Limited Companies. 


3. The following figures have been extracted from the Books of the Thames- 


mouth Life Assurance Co., Ltd., as on 31st Dec., 1911:—Amount of Lif 

Assurance Fund at the beginning of the year £1,650,540 ; Fines for revival 0! 

policies £620; Expenses of Management £86,460; Amount of Life Assurance 
Fund at the end of the year £1,810,120. Prepare the Revenue A/c. of the Co, 
in the form required by Statute, inserting imaginary figures for the remainder 
of the items you would expect to find in such an ale. 


4. The following items appeared in the a/cs. of the Pleasure Steamers Co., 
Ltd. How should you deal with them when preparing the Company’s return 
under Schedule (D), for income tax purposes? (a) Profit of £1500 realised by 
sale of London & General Omnibus Co.’s stock which formed part of the 

« 


- 


Reserve Fund Investments ; (b) £150 written off during the year, re resentin 

one-fifth of the Preliminary Expenses A/c. =—-(e) Depreciation, atthe ae of 6 oF 
written off the cost price of the Company’s Steamers ;_(@) 3000 fully paid shares 
of £1 each, received as part purchase price from a Subsidiary Company and 
distributed, by way of bonus, to the Pleasure Steamers Company Shareholders, 


5. Define the terms “ Usance ” and “ Days of Grace ” as applied to Bills of 
Exchange. What practicai value do you attach to the tables of “‘ Usances ” 
and “* Days of Grace ” sometimes published in textbooks ? 


6. Describe briefly the chief functions of the Bank of England. 7. What 

Ba ortion of the funds entrusted to a Banker is, usually, immediately available 

n the shape of cash ? State briefly, and upon broad lines, how the balance of 

~ Kos ores to him (after making the above reserve) is, usually, utilised 
a Banker. 


8. Name three of the A/es. which you would expect to find in the General 
Ledger of a Bank. Briefly explain their purpose, and describe the sources from 
which they have been written up. 


ROYAL SOCIETY of ARTS. Accounting & Banking, 1918. 


1. State how you would deal with the undermentioned items (included in 
the Profit & Loss A/c, of the Company) when preparing the Income Tax Return 
under Schedule (D), of the Isle Engineering Co., Ltd. (a) “ Patent Royalties 
£867 ” being the amount paid during the year to George Ward, by way of 
royalty, on his patent blowers, manufactured by the Company ; (0) “ Profits of 
the South African Branch £1290,” being the Profit made by this branch for the 
year, £1360, less Local Income Tax £70; (c) “ Transfer to Sinking Fund for 
Pere pton of Debentures £1000,” being the annual instalment transferred 

und. 


2. Briefly describe a system of Book-keeping which could be suitably 
employed by a Life Assurance Company, and give pro forma tulings of not 
more than two books which you would recommend. 


3. Describe the best method of keeping the accounts relating to the invest- 
ments of an individual or a Firm, and record the following transactions in the 
books you would recommend :—On 8rd May, 1911, Robert Rene bought £2000 
Arcadian Government 5% Bonds at 95, plus 2s. 6d. per cent. brokerage and 
18s. stamps ; On 30th Sept., 1912, he sold £1000 of these Bonds at 98 less £3 
10s, expenses. Interest on the Bonds is payable on January ist and J wy 1st 
in each year. Ignore all questions of Income Tax. 

4. Prepare from the following particulars, as on 31st Dec., 1912, a “ State- 
ment oi Affairs,” in the prescribed form, to present to a meeting of the 
creditors of 5. Brook :—Furniture & Fittings £250, valued at £100: Cash at 
Bank (Current A/c.) £10; Cash in hand £4; Sundry Debtors £2500 (Good 
£1000, Doubtinl £1000, valued at £500, Bad £500, valued at nil)+ Bills of 
Exchange £300, valued at £100; Stock-in-Trade valued at £950, less 20% ; 
Household Furniture valued at £850; Life Policy for £1500 (surrender value 
£550), held by the Bank as security for Loan; 500 fully paid shares of £1 
each, valued at par, in the Blankshire Biograph Co., Ltd., held as security by. 
R. Brown; Trade Creditors, unsecured £3950; Loan from Bankers £500 
(secured as above); Loan from R. Brown £600 (secured as above); Rent due 
£150, Rates £25, Wages (preferential) £10. (Deficiency, £861.) 

5. Briefly describe the powers possessed by the Bank of England with regard 
to the issue of Bank Notes. Do any other Banks possess authority to issue 
notes? If so, what are the restrictions (if any) as to issue? 6. Describe 
briefly the functions of the London Bankers’ Clearing House. 

7. George Smith & Sons of London have a branch at Brighton. Anaccount 
is kept with a local Bank, and the Firm’s branch manager, William Robinson, 
is authorised to sign cheques as follows:—Per Pro George Smith & Sons, 
William Robinson. Are Bankers (other than the above), or other persons 
receiving cheques, so signed, under any obligations with regard thereto ? 

8. The Genera! Ledger of the Loamshire Bank, Ltd., contained the follow- 
ing balance: as on 31st Dec., 1912. Explain briefly what the figures represent, 
and where they would appear in the B/S. of the Bank. (1) Current Accounts 
A/c, £12,674,491 ; (2) Investments A/c. £7,832,922; (3) Rebate on Bills not 
due £12,466; (4) Short Loans A/c. £5,432,768, 


ROYAL SOCIETY of ARTS. Accounting & Banking, 1914. 


1, What are the chief differences between a B/S. prepared under the 


“ Double Account System;” and a “ Single Account ” B/S.? _ State briefly the 
defects of the ‘ Double Account” method of presenting a B/S. z : 

2. Under what Act is “Super-tax” imposed, and by whom is the tax 
assessed ? The annual P. & L. A/es. of the business of George MacArthur 
showed the following profits :—1909, £7200 ; 1910, £6500 ; 1911, £5800. These 
profits were arrived at prior to making any provision for depreciation, for 
which an allowance of £250 was made by the Surveyor in each of the above- 
named years. He was insured with the Universal Life Assurance Co. at an 
annual premium of £450. His private income consisted of :—Dividends fron 
Investments £1200, Rents from House Property £600, and Interest on Loan on 
Mortgage £350. ‘This income is stated gross in each case. Prepare George 
MacArthur’s Return for Super-tax for the year 1913-14, 

3. George Dixon, a shareholder in Rayon D’Or Ltd., had applied for, and 
was allotted, 200 Ordinary Shares of £1 each. He duly paid 5s. per share on 
application and 5s. per share on allotment, in accordance with the conditions 
of the issue. A call of 5s. per share was made by the Directors, and was 
payable on 1st Aug., 1913, but all applications for the amount due from him 
were ignored by George Dixon. Under the provisions of the Articles of 
Association, the shares were forfeited by Resolution of the Directors on 31st 
Dec., 1913. Give the entries, recording the above transaction, which would’ 
appear in the books and accounts of the Co. 


4, Explain, briefly, the meanings of the undermentioned terms as applied to 


Assurance Companies :—Quinquennial Valuation, Loading, Half-credit Policy, - 


Industrial Policy, Re-Assurances, Bonus. Ii any of the above items would 
affect the. annual accounts, explain briefly where they would appear. 5.Explain 
and contrast the advantages and/or disadvantages of the understated crossings, 


as used in connection with commercial cheques :—Not Ni egotiable. A/c. Payee 
Only. 

6. The understated items have been extracted from the accounts of a Bank. 
Explain briefly what theyrepresent. “‘ Liabilities of Customers on Acceptances 


x ss per contra ” (Cr. side of B/S.); ‘Rebate on Bills not due” (Dr. side of 


); “Money at Call and Short Notice” (Cr. side o B/S.); ‘‘ Bills Dis- 
counted ” (Cr. side of B/S.). ‘ = 
7. Explain briefly the methods employed in order to keep the books of a 
Bank constantly posted. On 3ist J uly, 1913, George Reimers paid in the 
following to his Bank in the City :—Cheque (Geo. Smith, London) £15; Cheque 
(Robt. Robinson, London) £20 ;, Gold £10; Bank of England Notes £20. Des- 
cribe the passage of the above items through the books of the Bank from the 
moment of their receipt until credited to the account of George Reimers. 8. 


What is meant by the phrase “ Money is Cheap”? ?_ How does the lowering of - 


the “ Bank Rate ” usually affect what are known as Gilt-edged Securities ” ? 


1. Draft three specimen clauses Telating to items affecting the Accounts, 


2 which, in your opinion, should be included in a Partnership Agreement. 2. 


On Dec._28, 1914, a receiving order was made against G. Kluck. Prepare 
a Statement of Aifairs from these particulars ‘Unsecured Creditors £8000. 


in-Trade cost £1200, valued at £600. Furniture valued at £150, Fifty fully- 


premiums payable under this policy ; and bow would the question of deprecia- 


) A eeping ?” 
Under what circumstances is the heres advantageous ? Submit the ruling of 


escribe and illustrate the method of keeping 
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it. 5. Explain the meanings of the following terms, as used in co 
with Debentures issued by a Limited Company :—(a) Issued at a ee 
(0) Issued at a discount, (c) Redeemable at a premium, (¢) Redeemable at par. 
‘lustrate your answer in each case by showing how £10000 4% Debentures 
would appear in the Balance Sheet, if issued under the various conditions 
named above. 

6. Prepare a statement showing the liability of W. A. Richardson to the 
Inland Revenue, under Income Tax Sch. D. for the year 1914- 5 
particulars, as contained in his Business P. & L. oe eros 


191E 4912 19138 1911 1912 1913 
£ 3 S = £ £ 
Trade Expenses ...... +» 320 384 361 GrossProfit 3480 2640 4050— 
DRIAUIOR—  Waeecras,. oa. 901 850 902)! Discounts... 82 78 105 


Income.Tax, Sch.A.(Frem- 
ises assessed at £480)... 28 28 28 | 
Split Debitge ses ss = 2 101 90 40 


Reserve for Bad Debts... 100 100 100 
Depreciation—Plant, 16% 105 96 85 


- Furniture & 
y Fittings10% 15 12 3 if 
Error in Books ......... = AO -- 5 
LossonSaleofInvestment 50 ae = 
PERIETOMN cet cee toss oo: 1882 1118 ° 257 
- £3562 2718 4155 £3562 2718 4155 


‘7, Why cannot a Balance Sheet have a balance ? If you saw one with 
“ Balance carried forward,’’ what inference would youdraw? 8. Why cannot 
an annual P. & L, A/c. be closed by the balance being “ carried to the Balance 
Sheet’? Show how this phrase, which is sometimes (incorrectly) used, 
should be altered, so as to properly indicate what is meant. 


ROYAL SOCIETY of ARTS. Banking. (May, 1915.) 


1. Enumerate three circumstances under which a Banker would refuse 
payment of cheques drawn upon him, and state how the cheques would he 
marked in each case. 2. Are the undermentioned items “legal tender” in 
the British Isles; and, if so, where? (a) A sovereign weighing 121.5 grains, 


(b) A £5 Bank of England Note, (c) A £1 Country Bank Note. 3. What is 


meant by the term ‘‘ Token Money”? 4, Bxplain and compare the uses and 
characteristics of “ Letters of Credit” and “Circular Notes.” 5, Give the 
pro forma Balance Sheet of a Bank; and explain the meanings of two items 
selected from each of its sides. 

6, William May holds a three months’ Bill for £100 accepted by_ his 
eustomer, Arthur Mayer, dated December 10, 1914. He desires to collect 


_this Bill through his Bankers, the Blankshire Bank, Limited. Explain the 


bag Ug which should be followed by W. May,-and state the entries which 
he Bank would make upon receipt of the Bill. Give a ruling of one of tho 
books named by you, as employed by the Bank for the record of the above 
Bill. ‘7. A.B. paid to his London Bankers on April 15, 1915, a cheque drawn 
on an Hdinburgh Bank, another on a Dublin Bank, a third on a Sheffield 
Bank, and a Banker’s draft at sight on the Bank of England. How:d.d he 
pay these into his Bank ? Would he be debited with any charges for collec- 
tion; and, if so, upon which cheques? 8. On three occasions since the 
passing of the “ Bank Act” it has been suspended. What is meant by this, 
and what steps were taken to get over the then existing crisis ? 


Y 
ROYAL SOCIETY of ARTS. Accounting: (June, 1916.) 


1. Whatissupér-tax ? Upon whom isitlevied ? Is any deduction allowed 
for (a) assurance premium, (6) children, (ce) income-tax already paid in 
British Colonies? Is income derived from foreign investments taken into a/c. 
when arriving at an assessment for super-tax purposes ?- 2. The officials of 
Limited Companies are under obligation to file certain returns with the Regis- 
trar of Joint Stock Cos, Are any of these returns of a financial nature? If 
80, briefly describe them. 3. Under what Act are the a’ca. of Assurance 
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Cos. regulated ? Explain where you would expect to find the following items 
in the oe. ofa Life Assurance Co. :—(a) Final call upon the share cap. of 
the Co., £50000, (b) Re-assurances £12468, (c) Income-tax on investments, (d) 
Claims admitted but not paid. 4. Zenobia, Ltd., having made substantial 
profits, but needing cash, decided to pay a dividend to its shareholders in the 
form of fully paid shares. The balance standing to the credit of the P. & L. 
A/c. amounted to £10876 15s. 2d. The nominal cap. of the Co. consisted of 
200,000 Ord. Shares of £1 each; 100,000 of these shares had been issued and 
were fully paid. The proposed dividend was to take the form of an issue of 
two fully paid shares for every 25 shares held. Show the entries necessary to 
record these transactions in the books of the Co., assuming that no Share- 
holder holds less than 25 shares. 


5. Rosslyn & Rubens, of London, agree to join in a speculation in tea. 
Profits and losses are to be shared in the proportion of two-thirds and one- 
third respectively. Interest is to be credited to the parties upon the cash con- 
tributed to the speculation at,the rate of 5% for the duration of the venture. 
On ist Jan., 1916, Rosslyn paid in £5000 to the joint banking a/e., and 
Rubens gave his acceptance at two months for £2000, which was discounted 
at 6%. Tea-was purchased for cash on 3rd Jan. to the value of £5985 16s. 2d. 
A shipment to the value of £3862 10s. was made to New York on 5th Jan., and 
the charges and insce. paid thereon amounted to £362 12s. 4d. ‘This shipment 
was duly sold by the American agent for £4642 83. 7d., less charges $72 
18s. 4d., and 24% comm. A sight bill for the amt. due was recd. in London 
on 10th Feb. <A second shipment of the bal. of the tea was made on 2ist 
Jan., and the charges and insurance paid thereon amounted to £241 8s. 4d. 
The ship was torpedoed and the cargo lost. On 28th Feb. the amt. covered 
by the marine policy, £2000, was paid by the underwriters and the a/es. of 
the yeni were closed. Prepare the a/cs. necessary to show the result of the 
venture. 


6. The Reserve Fund accumulated by Soleil d’Or, Ltd—an Exploring 
Syndicate—amounted, as on 21st Dec., 1915, to £10000, and was represented by 
gilt-edged securities which had cost £10021 7s. 6d. The mean market price of 
these investments on the above date was £8989 18s. 6d. Do these facts call for 
any adjustments in the a/cs. of the Syndicate for the year ended 31st Dee.,- 
1915? Give reasons for your answer. 7, R. Redford employs four Sales 
Ledgers (A, B, C & D), and desires to render each ledger self-balancing. 
Explain the steps it would be necessary to take in order to carry this desire 


into effect. 8. Laurent Carle, Ltd.—a newly formed Company—issued 50,000 — 


Ord, Shares of £1 each and 50,000 6% Pref. Shares of £1 each. Of these, 
91650 Ord. Shares were applied for, 50,000 of which were allotted ; and 48,500 
Pref. Shares, all of which were allotted. Briefly describe the procedure 


necessary in order to carry out the issue and allotment of these shares, and — 


give rulings of any special books or papers you would recommend. Both 
classes of shares were payable :—2s. 6d. per share on application, 3rd Jan , 
1916; 5s. per share on allotment, 5th Jan., 1916; 12s. 6d. per share, first and 
final call, 31st Jan., 1916. 


ROYAL SOCIETY of ARTS. Banking. (May, 1916.) 


1. What is the position of a Banker who pays a post-dated cheque before 
its due date? 2, What attitude should a Banker adopt with regard to the 
following endorsements :—(a) An endorsement written across the face of a 
cheque, (0) A cheque payable to ‘‘ John.Jones or Bearer,’ and endorsed 
James Smith,” (c) A cheque payable to “ George Sneath or Order,’ endorsed 
“George Sneeth,” (d) An endorsement in pencil ? 3. Robert Checker was 
appointed Receiver and Manager for the Debenture Holders of a Limited Com- 
pauy in voluntary liquidation. He needed funds for the purpose of carrying 
on the business of the Company, with a view to its sale as a going concern, 
and applied to the Blankshire Bank for a loan. Describe the steps which the 
Bank should take before making any advance. 4. Give two alternative 
rulings suitable for the Current A/cs. Ledger of a Bank. From what materials 
are these ledgers written up? 5, Explain the term “Gold Point,’ 


6. If an Inland Bill of Exchange is drawn as payable to “ bearer,”’ can it 
be altered as payable to * order ’’ by means of an endorsement ? 7. Describe 
the procedurenecessary in order to note and protest a dishonoured Inland Bill 
of Exchange. 8, Briefly describe the influences which cause fluctuations in 
the rate of Exchange between two countries. / 
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MEMORANDUM OF ASSOCIATION 


OF THE 
AFRICAN OIL COMPANY, LIMITED, 


1. The name of the Company is “ THE AFRICAN OIL COMPANY LIMITED.” 
2 The Registered Office of the Company will-be situate in England 
3, The objects for which the Company is established are :— 

(A) To purchase, take on lease, or otherwise acquire, all real property, 
believed to contain petroleum or oil sources, and all wells and appliances 
utilised to raise petroleum in all countries, and especially rights relating to 
real property, land and material and appliances; and to enter into and carry 
into effect the agreement, draft of which is referred to in Article 2 of the 
Articles of Association of the Company, with such modification as may be 
hereafter agreed upon. 2 

(8) To search for, to extract, and to procure in all countries, and particularly 
in the Orange River Colony, petroleum, and other oil products, mineral oils 


- and matters resolved therefrom, and to treat, work, export, purchase, sell and 


trade in the same, and to work all factories, manufactories, refineries, dis- 
tilleries, and to undertake, work and develop in all countries every description 
of undertakings relating to mines and materials, to seek for, to prospect, to 
make soundings, to explore, and to sink wells, and to purchase and otherwise 
acquire, work, dévelop, sell, dispose of, and realise all petroleum workings, 
concessions, and enterprises connected therewith, and undertake all commercial 
mining, metallurgical, and other operations relating thereto, or other business 
calculated to render more profitable the operations of the Company. 

(¢) To purchase, take on lease or in exchange, hire or otherwise acquire and 
hold for any estate or interest, any lands, buildings, easements, rights, 
privileges, concessions, machinery, patents, plant, stock-in-trade, and any 
real and personal property of any kind necessary or convenient for the 
Company’s business. ; 

(D} To erect, construct, lay down, enlarge, alter and maintain any buildings, 
works and machinery necessary or convenient for the Company’s business. 

(®) To borrow or raise or secure the payment of money for the purpose of 
the Company’s business, and with a view thereto to mortgage and charge the 
undertaking and all or any of the real and personal property, present or 
future, and all or any oi the uncalled capital for the time eing of the Com- 
pany, and to issue at par or at a premium or discount debentures or debenture 
stock, payable to bearer or otherwise and either permanent or redeemable, 
and collaterally or further to secure any securities of the Company by a trust 
deed or other assurance. ; 

(®) To issne and deposit any securities which the Company has power to 
issue by way of mortgage to secure any sum less than the nominal amount 
of such securities and also by way of security for the performance of any 
contracts or obligations of the Company. 

(G) To receive money on deposit or loan upon such terms as the Company 


- may approve, and to guarantce the debts and contracts of customers and 


others. 
(B) To make advances to customers and others with or without security, and 


upon such terms as the Company may approve, and gencrally to act as 
bankers for customers and others. : 

() To make, accept, endorse and execute promissory notes, bills of exchange 
and other negotiable instruments. i he ‘ 

(3) To invest and deal with the moneys of the Company not immediately 


_ required upon such securities and in such manner as may from time to time 


be determined. : ; , 
(K) To pay for any property or rights acquired by the Company, either in 
cash or shares, with or without preferred or deferred rights in respect of 
dividend or repayment of capital or otherwise, or by any securities which the 
Company has power to issue, or partly in one mode and partly in another, and 
generally to such terms as the Company may determine. 
_ (u) To remunerate any person or company for services rendered, or to be 
rendered, ‘in placing, or assisting to place, any of the shares or debenture 
capital or other securities of the Company, in or about the formation or 
promotion of the Company or the conduct of its business. , ; + 
(m) To accept payment for any property or rights sold or otherwise disposed 
of or dealt with by the Company, either in cash, by instalments, or otherwise 


‘ S * 
or in shares of any company or corporation, with or without deferred or 
preferred rights in respect of divitlend or repayment of capital or otherwise, or q 
by means of a mortgage or by debentures or debenture stock of any company 4 
or corporation, or partly in one mode and partly in another, and generally on 
such terms as the Company may determine. ; 2% , 

(N) To enter into partnership or any arrangement for sharing profits, union 
of interests or co-operation with any company, firm or eee carrying on, or 
proposing to carry on, any business within the objects of this Company, and to 
acquire and hold shares, stock or securities of any such company. a - 

0) To establish or promote, or concur in establishing or promoting, any — 
other company whose objects shall include the acquisition and taking over ot 
all or any of the assets and liabilities of or shall be in any manner calculated — 
to advance directly or indirectly the objects or interests of this Company, and 
to acquire and hold shares, stocks or securities of and guarantee the payment — 
of any securities issued by or any other obligation of any such company. 

(P) To purchase or otherwise acquire and undertake all or any part of the — 
business, property and transactions of any person or company carrying on any — 
business which this company is authorised to carry_on, or possessed of property 
suitable for the purposes of this Company. : ef 

(Q) To sell, improve, manage, develop, turn to account, exchange, let on 
rent, royalty, share of profits or otherwise, grant licenses, easements and other 
rights in respect of, and in any other manner deal with or dispose of the 
undertaking of the Comapny or any part thereof, or all or any of the property 
for the time being of the Company, and for any consideration, whetherin cash - 
or in shares (fully or partly paid), debentures, debenture stock, or other 
interests in or securities of any company or otherwise, 

(R) To amalgamate with any other company whose objects are or include 
objects similar to those of this Company, whether by sale or purchase (or 
fully or partly paid shares or otherwise) of the undertaking, subject to the 
liabilities of this or any such other company as aforesaid with or without 
winding up or by purchase (for fully or partly paid shares or otherwise) of all 
the shares or stock of any such other company or in any other manner. 

(S) To distribute among the members in specie any property of the Company. - 

(t) To procure the Company to be registered or recognised in any Colony or 
Dependency, and in any foreign country or place. - 3 

(U) To do all or any of the above things in any part of the world, and either Hy 
as principals, agents, trustees, contractors or otherwise, and either alone or in = 


conjunction with others, and either by or through agents, sub-contractors, 

trustees or otherwise, and to do all such other things as are incidental to or __ 

conducive to the above objects or any of them. o> 
(4) The liability of the members is limited. 


(5) The share capital of the Company is £100,000 divided into 100,000 = 
ordinary shares of £1 each : ~ = 
WE, the several persons whose Names and Addresses are subscribed, are 

desirous of being formed into a Company, in pursuance of this Memorandum _ ; 

of Association, and we respectively agree to take the number of Shares in 
the Capital of the Company set opposite our respective names = 
= ea 

é Number of 3 

NAMES, ADDRESSES AND DESCRIPTION OF SUBSCRIBERS. pera tli i 
‘ . Subscriber. 
G. T. PRETYMAN, Barrow Lodge, Bury St. Edmunds, Major- 1 

General. 250 = 
LEwis Levy, Borden Hall, Kent, Barrixter-at-Law. 250-5) sane 
W. MAITLAND EDWARDS, 20; Copthall Avenue, E.C., Merchant. 250 - 4 
H. Pynu@ar, 5, Dowgate Hill, 1.C. -Engineer. 250 3 
NEIL MACKINNON, 5, Dowgate Hill, E.C., Engineer, : 250 = 
FRANK SMITH, 1, Drapers Gardens, E.C., Member Stock Bx. 250 ey 
J. Lewis Lewis, Twyfordbury, Beckenham, Kent, no ; ES 

occupation. 250 =| 


Dated this 27th day of April, 1910, ss > 
Witness to the above Signatures— : 
SYDNEY THOMPSON, = 
3 Hast India Avenue, London, £.C., 24 
Se Solicitor, 


= 


: 
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TABLE A: 
Being the Statutory Regulations for the Management of Companies 
Limited by Shares and Registered without Special Articles 


comprised in the First Schedule to the Companies 
(Consolidation) Act, 1908. ; 


4. Preliminary. In these regulations, unless the context 
otherwise requires, expressions defined in the Companies (Con- 


_ solidation) Act, 1908, or any statutory modifications thereof in 


force at the date at which these Regulations become binding on 
the Company, shall have the meanings so defined; and words 
importing the singular shall include the plural, and. vice versa, 
and words importing the masculine gender shall include 
females, and words importing persons shall include bodies 
corporate, ‘ 

2. Business. The directors shall have regard to the re- 
strictions on the commencement of business imposed by Section 
87 of The Companies (Consolidation) Act, 1908, if, and so far 
as, those restrictions are binding upon the Company. 

3. . Shares. Subject to the provisions, if any, in that behalf 
of the Memorandum of Association of the Company, and with- 
out prejudice to any special right previously conferred on tho 
holders of existing Shares in the.Company, any Share in the 
Company may be issued with such preferred, deferred, or 
other special rights, or such restrictions, whether in regard to 
Dividend, voting, return of Share Capital or otherwise, as the 
Company may from time to time by Special Resolution 
determine. ; 

4. If at any time the Share Capital is divided into Cifferent 
classes of Shares, the rights attached to any ¢lass (uniess other- 
wise provided by the terms of issue of the Shares of that class) 
may be. varied with the consent in writing of the holders of 
three-fourths of the, issued Shares of that class, or with the 
sanction’ of an Extraordinary Resolution passed at a separate 
General Meeting of the holders of the Shares of the class. To 
every such separate General Meeting the provisions of these 
Regulations relating to General Meetings shall mutatis mutandis 


_ apply, but so that the necessary quorum shall be two persons 


at least holding or representing by proxy one-third of the 
issued Shares of the class. : 

5. No Share shall be offered to the public for subseription 
except upon the terms that the amount payable on application 
shall be at least Hive per cent. of the nominal amount of the 
Share; and the Directors shall, as regards any allotment of 


-. Shares, duly comply with such of the provisions of Sections 86 


and 88 of The Companies (Consolidation) Act, 1908, as may be 
applicable thereto. 

6. Every person whose name is entered as a Member in the 
Register of Members shall, without payment, be entitled to a 
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Certificate under the Common Seal of the Company specifying 
the Share or Shares held by him and the amount paid up 
thereon, provided that in respect of a Share or Shares held 
‘jointly by several persons the Company shall not be bound to 
issue more than one Certificate and delivery of a Certificate for 
a Share to one of several joint holders shall be sufficient 
delivery to all. 

7. Ifashare Certificate is defaced, lost or destroyed, it may 
be renewed on payment of such fee, if any, not exceeding One 
Shilling, and on such terms, if any, as to evidence and indemnity 
as the Directors think fit. ‘ 

8. No part of the funds of the Company sliall be employed 
in the purchase of, or in loans upon the security of, the Company’s 
Shares. ‘ 

9. Lien. The Company shall have a lien on every Sharo 
(not being a fully paid share) for all moneys (whether presently 
payable or not) called or payable at a fixed time in respect of 
that Share, and the Company shall also have a lien on all Shares 
(other than fully paid Shares) standing registered in the name 
of a single person for all moneys presently payable by him or | 
his estate to the Company ; but the Directors may at any time 
declare any Share to be wholly or in part exempt from the 
provisions of this Clause. The Company’s lien, if any, on a 
Share shall extend to all Dividends payable thereon. ; 

10. The Company may sell, in such manner as the Directors 


sales shall be made unless some sum in respect of which the lien 
exists, is presently payable, nor until the expiration of fourteen 


days after a notice in writing, stating and demanding payment 


of such part of the amount in respect of which the lien exists 
as is presently payable, has been given to the registered holder 
for the time being of the Share, or the person entitled by reason 
of his death or bankruptcy to the Share. 

11. The proceeds of the sale shall be applied in payment of 
such part of the amount in respect of which tho lien exists as is 
presently payable, and the residue shall (subject to a like len 
for sums not presently payable as existed upon the Shares prior 
to the sale) be paid to the person entitled to the Shares at tho 
date of sale. The purchaser shall be registered as the holder 
of Shares, and he shall not be bound to see to the application 


of the purchase money, nor shall his title to the Shares bo _ 


affected by any irregularity or invalidity in the proceedings in 
reference to the sale, 

12. Calls on Shares. The Directors may from time to time 
make Calls upon the Members in respect of any moneys unpaid 
on their Shares, provided that no Call shall exceed one-fourth 
of the nominal amount of the Share, or be payable at less than 
one month from the last Call; and each Member shall (subject 
to receiving at least fourteen days’ notice specifying the time 
or times of payment) pay to the Company at the time or times 
so specified the amount called on his Shares. 


think fit, any Shares on which the Company has a lien, but no~ _ 
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18. The joint holders of a Share shall be jointl d 
severally liable to pay all Calls in respect thereof. ete ies 


14, If a sum called in respect of a Share is not paid before 

or on the day appointed for payment thereof, the person from 
whom the sum is due shall pay interest upon the sum at the 
rate of Five Pounds per cent. per annum from the day appointed 
for the payment thereof ‘to the time of the actual payment, 
but the Directors shall be at liberty to waive payment of that 
interest wholly or in part. 
_ 15. The bo re hag of these Regulations as to payment of 
interest shali apply in the case of non-payment of ‘any sum 
which, by the terms of issue of a Share, becomes payable at a 
fixed time, whether on account of the amount of the Share, or 
by way of premium, as if the same had become payable by 
virtue of a Call duly made and notified. NN 


16. The Directors may make arrangements on the issue of 
Shares for a difference between the holders in the amount of 
Calls to be paid and in the times of payment. 


17. The Directors may, if they think fit, receive from any 
Member willing to advance the same all or any part of the 
moneys uncalled and unpaid upon any shares held by him; 
and upon all or any of the moneys so advanced may (until the 
same would, but for such advance, become presently payable) 
pay interest at such rate (not exceeding, without the sanction 
of the Company,in General Meeting, Six per cent.) as may be 
agreed upon between the Member paying the sum in advance 
and the Directors. ; 

18. Transfer and Transmission of Shares. The instrument 
of transfer of any share in the Company shall be executed both 
by the transferor and transferee, and the transferor shall be. 
deemed to remain a holder of the Share until the name of the 
transferee is entered in the”*Register of Members in respect 
thereof. ~ 

19. Shares in the Company shall be transferred in the 
following form, or in any usual or common form which the 
Directors shall approve. 


TASB: of - in consideration of the sum 
7) Pounds paid to me by C.D. 
of hereinafter called ‘‘ the said 
‘transferee’ do hereby transfer to the said transferee the Share 
{or Shares] numbered in the undertaking called 
the CoMPANY, LIMITED, to hold unto the 


said transferee, his executors, administrators, and assigns, subject 
to the several conditions on which I held the same at the time 
of the execution thereof; and I, the said transferee, do hereby 
agree to take the said Share [or Shares] subject to the conditions 
aforesaid. ° 
As witness our hands the day of 
Witness to the signature of, &c. 
20. The Directors may decline to register any transfer of 
Shares, not being fully paid Shares, to a person of whom they 
do not approve, and may also deoline to register any transfor 


of Shares on which the Company has a lien. The Birectors 
may also suspend the registration of transfers during the 
fourteen days immediately preceding the Ordinary General 
Meeting in each year. Tho Directors may decline to recognise 
any instrument of transfer unless (a) a fee not exceeding Two — 
Shillings and Sixpence is paid to the Company in respect . 
thereof, and (6) the instrument of transfer is accompanied by 
the Certificate of the Shares to which it relates, and such other 
evidence as the Directors may reasonably require to show the 
right of the transferor to make the transfer. : 


21. The executors or administrators of a deceased solo 
holder of a Share shall be the only persons recognised by the 
Company as having any title to the Share. In the case of a 
Share registered in the names of two or more holders, the — 
survivors or survivor, or the executors or administrators of 
the deceased survivor, shall be the only persons recognised by _ 
the Company as having any title to the Share. Pate a 

22. Any person becoming entitled to a Share in consequence _ 
of the death or bankruptcy of a Member shall, upon such 
evidence being produced as may from time to time be required — 
by the Directors, have the right, either to be registered as a 
Member in respect of the Share or, instead of being registered — 
himself, to make such transfer of the Share as the deceased or 
bankrupt person could have made; but the Directors shall, in _ 
either case, have the same right to decline or suspend registra- — 
tion as they would have had in the case of a transfer of the _ 
Share by the deceased or bankrupt person before the death — 
or bankruptcy. : ; se: 
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23. A person becoming entitled to a Share by reason of the _ 
death or bankruptey of the holder shall be entitled to the same 
Dividends and other advantages to which he would be entitled 
if he were the registered holder’ of the Share, except that he 
shall not, before being registered as a Member in respect of the — 
Share, be entitled in respect of it to exercise any right conferred 
by Membership in relation to Meetings of the Company. : 


aky 
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24. Forfeiture of Shares. If a Member fails to pay any — 
Call or instalment of a Call on the day appointed for payment — 
thereof, the Directors may, at any time thereafter during such 
time as any part of such Call or instalment remains unpaid, 
serve a notice on him requiring payment of so much of the — 
Call or instalment as is unpaid, together with any interest — 
which may have accrued. i 


; 


25. The notice shall name & further day (not earlier than 
the expiration of fourteen days from the date of the notice) on 
or before which the payment required by the notice is to be 
made, and shall state that in the event of non-payment at or — 
before the time appointed the Shares in respect of which the 
Call was made will be liable to be forfeited, = 


a 
. U . “ > 5 
26. If the requirements of any such notice as aforesaid are 
not complied with, any Sharo in respect of which the notice 
has been given may at any time thereafter, before the payment 
required by the notice has been made, be forfeited by a resolu- 
tion of the Directors to that effect. a 


27. A forfeited Share may be sold or otherwise disposed 
of on such terms and in such manner as the Directors think fit 
and at any time before a sale or disposition the forfeiture may 
be cancelled on such terms as the Directors think fit. 


28. A person whose Shares have been forfeited shall cease 
to be a Member in respect of the forfeited Shares, but shall, 
notwithstanding, remain liable to pay to the Company all 
moneys which, at the date of forfeiture, were presently payable 
by him to' the Company in respect of the Shares, but his liability 
shall cease if and when the Company receive payment in full 
of the nominal amount of the Shares. 

29. A statutory declaration in writing that the declarant is 
a Director of the Company, and that a share in the Company 
has been duly forfeited on a date stated in the declaration, 
shall be conclusive evidence of the facts therein stated as against 
all persons claiming to be entitled to the Share, and that 
declaration, and the receipt of the Company for the consideration, 
if any, given for the Share on the sale or disposition thereof 
shall constitute a good title to the Share, and the person to 
whom the share is sold or disposed of shall be registered as the 
holder of the Share and shall not be bound to see to the applica- 


tion of the purchase money, if any, nor shall his title to the 


Share be affected by any irregularity or invalidity in the 
proceedings in reference to the forfeiture, sale. or disposal of 
the Share. 

30. The provisions of these Regulations as to forfeiture 
shall apply in the ease of non-payment of any sum which, by 
the terms of issue of a Share, becomes payable at a fixed time, 
whether on account of the amount of the Share, or-by way of 
premium, as if the same had been payable by virtue of a Call 
duly made and notified. 

31. Conversion of Shares into Stock. The Directors may, 


with the sanction of the Company previously given in General 


Meeting, convert any paid-up Shares into Stock, and may with 
the like sanction reconvert any Stock into paid-up Shares of any 
denomination. 

32. The holdérs of Stock may transfer the same, or any part 
thereof, in the same manner, and subject to the same regulations, 
as, arid subject to which, the Shares from which the Stock arose 
might previously to conversion have been transferred, or as 
near thereto as circumstances admit; but the Directors may 
from time to time fix the minimum amount of Stock transferable, 
and restrict or forbid the transfer of fractions of that minimum, 
but the minimum shall not exceed the nominal amount of the 
Shares from which the Stock arose. ; 


a 


33. The holders of Stock shall, according to the amount of 
the Stock held by them, have the same rights, privileges, and 
advantages as regards Dividends, voting at Meetings of the 
Company, and other matters as if they held the Shares from 
which the Stock arose, but no such privilege or advantage 
(except participation in the Dividends and profits of the 
Company) shall be conferred by any such aliquot part of Stock 
as would not, if existing in Shares, have conferred that privilege 
or advantage. : 

34. Such of the regulations of the Company (other than 
those relating to Share Warrants) as are applicable to paid-up 
Shares shall apply to Stock, and the words ‘‘ Share” and 
“Shareholder”? therein shall include ‘‘Stock” and “ Stock- 
holder.” 

35. Share Warrants. The Company may issue Share 
Warrants, and accordingly the Directors may in their discretion, 
with respect to any Share which is fully paid up, on application 
in writing signed by~the person registered as holder of the 
Share, and authenticated by such evidence, if any, as the 
Directors may from time to time require as to the identity of 
the person signing the request, and on receiving the Certificate, 
if any, of the Share, and the amount of the stamp duty on 
the Warrant, and such fee as the Directors may from time to 
time require, issue under the Company’s Seal ‘a Warrant, duly 
stamped, stating that the Bearer of the Warrant is entitled to 
the Shares therein specified, and may provide by Coupons, or 
otherwise for the payment of Dividends, or other moneys, on 
the Shares included in the Warrant. < 

36. A Share Warrant shall entitle the Bearer of the Shares 
included in it, and the Shares shall be transferred by the delivery 
of the Share Warrant, and the provisions of the regulations of 
the Company ‘with respect to transfer and transmission of 
Shares shall not apply thereto. 

387. The Bearer of a Share Warrant shall, on surrender of 
the Warrant to the Company for cancellation, and on payment 
of such sum as the Directors may from time to time prescribe, 
be entitled to have his name entered as a Member in the 
Register of Members in respect of the Shares included in the 
Warrant. 


38. The Bearer of a Share Warrant may at any time deposit 


the Warrant at the Office of the Company, and so long as the 
Warrant remains so deposited thé depositor shall have the same 
right of signing a requisition for calling a Meeting of the 
Company, and of attending and voting and exercising the other 
privileges of a Member at any Meeting held after the expiration 
of two clear days from the time of deposit, as if his name were 


inserted in the Register of Members as the holder of the Shares” 


included in the deposited Warrant. Not more than one person 
shall be recognised as_depositor of the Share Warrant. ‘The 
Company shall, on two days’ written notice, return the depasited 
Share Warrant to the depositor, 
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89. Subject as herein otherwise expressly provided, no 
person shall, as Bearer of a Share Warrant, sign a requisition 
for calling a Meeting of the Company, or attend, or vote, or 
exercise any other privilege of a Member at a Meeting of the 
Company, or be entitled to receive any notices from the 
Company ; but the Bearer of a Share Warrant shall be entitled 
in all other respects to the same privileges and advantages as 
if he were named in the Register of Members as the holder 
of the Shares included in the Warrant, and he shall be a Member 
of the Company. 


40. The Directors may from time to time make rules as to 
the terms on which (if they shall think fit) a new Share Warrant 
or Coupon may be issued by way of renewal in case of deface- 
ment, loss ar destruction. 


41. Alteration of Capital, The Directors may, with the 
sanction of an Extraordinary Resolution of the Company, 
increase the Share Capital by such sum, to be divided into 
Shares of such amount, as the Resolution shall prescribe. 


42, Subject to any direction to the contrary that may be 
given by the Resolution sanctioning the increase of Sharé 
Capital, all new Shares shall, before issue, be offered to such 
persons as at the date of the offer are entitled to receive notices 
from the Company of General Meetings in proportion, as 
nearly as the circumstances admit, to the amount of the 
existing Shares to which they are entitled. The offer shall be 
made by notice specifying the number of Shares offered, and 
limiting a time within which the offer, if not accepted, will be 
deemed to be declined, and, after the expiration of that time, 
or on the receipt of an intimation from the person to whom 
the offer is made that he declines to accept the Shares offered, 
the Directors may dispose of the same in such manner as they 
think most beneficial to the Company. The Directors may 
likewise so dispose of any new Shares which (by reason of the ” 
ratio which the new Shares bear to Shares held by persons 
entitled to an offer of new Shares) cannot, in the opinion of, 


the Directors, be conveniently offered under this Article. 


43. The new Shares shall be subject to the same provisions 
with reference to the payment~of Calls, lien, transfer, trans- 
mission, forfeiture, and otherwise as the Shares in the original 
Share Capital. 

44. ‘The Company may, by Special Resolution (a) Consoli- 
date and divide its Share Capital into Shares of larger amount 
than its existing Shares; (b) By sub-division of its existing 
Shares, or any of them, divide the whole, or any part, of its 
Share Capital into Shares of smaller amount than is fixed 
by the Memorandum of Association, subject, nevertheless, to 
the provisions of Paragraph (d) of Sub-section (1) of Section 41 
of The Companies (Consolidation) Act, 1908; (c) Cancel any 
Shares which, at the date of the passing of the Resolution, have 
not been taken or agreed to be taken by any person; (d) 


- such time in the month following that in which the anniversary 


_ Ordinary Meetings; all other General Meetings shall be called 


_ the least (exclusive of the day on which the notice is served or _ 


. General Meeting, to such persons as are, under the regulations 


' shall not invalidate the proceedings at any General Meeting. 


186, 
Reduce its Share Capital in any manner and with, and subject 
to, any incident authorised, and consent required, by law. 
45. General Meetings. The Statutory General Meeting of 
the Company shall be held within the period required by 
Section 65 of The Companies (Consolidation) Act, 1908. eS 
46, A General Meeting shall be held once in every year at 
such time (not being more than fifteen months after the holding 
of the last preceding General Meeting) and place as may be 
prescribed by the Company in General Meeting, or in default; at 


of the Company’s incorporation occurs, and at such place, as 
the Directors shall appoint. In default of a General Meeting 
being so held, a General Meeting shall be held in the month 
next following, and may be convened by any two Members in 
the same manner as nearly as possible as that in which Meetings 
are to be convened by the Directors. 


47. The above-mentioned General Meetings shall be called 


Extraordinary. 

'.48, The Directors may, whenever they think fit, convene an 
Extraordinary General Meeting, and Extraordinary General 
Meetings shall also be convened on such requisition or, in 
default, may be convened by such requisitionists, as provided by 
Section 66 of The Companies (Consolidation) Act, 1908. If 
at any time there are not within the United Kingdom sufficient 
Directors capable of acting to form a quorum, any Director or 
any two Members of the Company may convene an Extra- 
ordinary General Meeting in the same manner as nearly as 
possible as that in which Meetings may be convened by the 
Directors. ; 


49. Proceedings at General Meeting. Seven days’ notice at 


deemed to be served, but inclusive of the day for which notice 
is given) specifying the place, the day, and the hour of meeting 
and, in case of special business, the general nature of that 
business shall be given in manner hereinafter mentioned, or in 
such manner, if any, as may be prescribed by the Company in 


of the Company, entitled to recéive such notices from the 
Company; but the non-receipt of the notice by any Member 


50. All business shall be deemed special that is transacted 
at an Extraordinary Meeting, and all that is transacted at an 
Ordinary Meeting, with the exception of sanctioning a Dividend, 
the consideration of the accounts, balance sheets, and the 
ordinary report of the Directors and Auditors, the election of 
Directors and other officers in.the place of those retiring by 
rotation, and the fixing of the remuneration of the Auditors. 

51. No business shall be transacted at any General Meeting 
unless a quorum of Members is present at the time when the 


Meeting proceeds to business ; save as herein otherwise provided, 
three Members personally present shall be a quorum. 

52, If within half an hour from the time appointed for the 
Meeting a quorum is not present, the Meeting, if convened 
upon the requisition of Members, shall be dissolved ; in any 
other case it shall stand adjourned to the same day in the next 
week, at the same time and place, and, if at the adjourned 
Meeting a quorum is not present within half an hour from the 
time appointed for the Meeting the Members present shall be 
@ quorum. 

538. The Chairman, if any, of the Board of Directors shall 
preside as Chairman at every General Meeting of the Company. 
: 54, If there is no such Chairman, or if at any Meeting he 
is not present within 15 minutes after the time appointed for 
holding the Meeting or is unwilling to act as Chairman, the 
Members present shall choose some one of their number to be 
Chairman. 

55, The Chairman may, with the Consent of any Meeting at 
which a quorum is present (and shall if so directed by the 
Meeting), adjourn the Meeting from time to time and’ from 
place to place, but no business shall be transacted at any 
adjourned Meeting other than the business left unfinished at 
the Meeting from which the adjournment took place. When a 

“Meeting is adjourned for 10 days or more, notice of the 
adjourned Meeting shall be given as in the case of an original 
Meeting. Save as aforesaid it shall not be necessary to give any 
notice of an adjournment or of the business to be transacted at 
the adjourned Meeting. 

56, At any General Meeting a resolution put to the vote of 
the Meeting shall be decided on a show of hands, unless a poll 
is (before or on the declaration of the result of the show of 
hands) demanded by at least three Members, and, unless a 
poll is so demanded, a declaration by the Chairman that a 
resolution has, on a show of hands, been carried, or carried 
unanimously, or by a particular majority, or lost, and an entry 
to that effect in the Book of the Proceedings of the Company, 
shall be conclusive evidence of the fact, without proof of the 
number or proportion of the votes recorded in favour of, or 
against, that resolution. 

57, If a poll is duly demanded it shall be taken in such 
manner as the Chairman directs, and the result of the poll shall 
be deemed to be the resolution of the Meeting at which the poll 
was demanded. 

58, ‘In the case of an equality-of votes, whether on a show of 
hands or on a poll, the Chairman of the Meeting at which the 
show of hands takes place or at which the poll is demanded, 
shall be entitled to a second or casting vote. 

59. A poll demanded on the election of a Chairman, or on a 
question of adjournment, shall be taken forthwith. A poll 
demanded on any other question shall be taken at such time 
as the Chairman of the Meeting directs. 


60. Votes of Members, On a show of hands every Member y 
present in person shall have one vote. On a poll every Member 
shall have one vote for each Share of which he is the holder. 


61. In the case of joint holders the vote of the senior who 
tenders a vote, whether in person or by proxy, shall be accepted 
to the exclusion of the votes of the other joint holders ;_and for 
this purpose seniority shall be determined by the order in which | ( 
the name stands in the Register of Members. 


62, A Member of unsound mind, or in respect of whom an 
order has been made in any Court having jurisdiction in 
lunacy, may vote, whether on a show of hands or on a poll, by 
his committee, curator bonis, or other person in the nature of a 7 
committee, or curator bonis appointed by that Court, and any Ps 
such committee, curator bonis, or other person may, on a poll, 
vote by proxy. 


63. No member shall be entitled to vote at any General 3 
Meeting unless all cally or other sums presently payable by 
him in respect of Shares in the Company have been paid. 

64. On a poll votes may be given either personally or by i 
proxy. : z 

65. The instrument appointing a proxy shall be in writing 
under the hand of the appointer or of his attorney duly 
authorised in writing, or, if the appointer is a corporation, 
either under the Common Seal, or under the hand of an officer > 
or attorney so authorised. No person shall act as a proxy 
unless either he is entitled on his own behalf to be present and 
vote at the Meeting at which he acts as proxy, or he has been 
appointed to act at that Meeting as proxy for a corporation. ae 


66. The instrument appointing a proxy and the power of : 
attorney or other authority, if any, under which it is signed = 
or a notarially certified copy of that power or authority shall 
be deposited at the Registered Office of the Company not less = 
than forty-eight hours before the time for holding the Meeting 
at which the person named in the instrument proposes to vote, 
Sede default the instrument of proxy shall not be treated as 
valid. 


67. An instrument appointing a proxy may be in the follow- 
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ing form, or in any form which the Directors shall approve :— ; 
as : Wee Re LIMITED. 
ne : 
in the County of being a Member = 4 
of the COMPANY, LIMITED, hereby 
appoint of 4 
as my proxy to vote for me and on my behalf at the [Ordinary q 
or Extraordinary, as the case may be} General Meeting of the : 
Company to be held on the day of - 
___ and at any adjournment thereof.” 
Signed this day of 


68. Directors, The number of the Directors and the names 
of the first Directors shall be determined in writing by a 
majority of the Subscribers of the Memorandum of Association. 


_ 69. The remuneration of the Directors shall from time to 
time be determined by the Company in General Meeting. 

70. The qualification of a Director shall be the holding of 
at least One Share in the Company, and it shall be his duty to 
comply with the provisions of Section 73 of The Companies 
(Consolidation) Act, 1908. 

71, Powers and Duties of Directors, The business of tho 
Company shall be managed by the Directors, who may pay all 
expenses incurred in getting up and registering the Company, 
and may exercise all such powers of the Company as are not, 
by The Companies (Consolidation) Act, 1908, or any statutory 
modification thereof for the time being in force, or by these 
Articles, required to be exercised by the Company in General 
Meeting, subject nevertheless to any regulation of these 
Articles, to the provisions of the said Act, and to such regula- 
_ tions, being not inconsistent with the aforesaid regulations or 
provisions, as may be prescribed by the Company in General 
Meeting ; but no regulation made by the Company in General 
Meeting shall invalidate any~ prior act of the Directors which 
would have been valid if that regulation had not been made. 


72. The Directors may from time to time appoint one or 
more of their body to the office of Managing Director or 
Manager for such term, and at such remuneration (whether 
by way of salary, or commission, or participation in profits, 
or partly in one way and partly in another) as they may think 
fit, and a Director so appointed shall not, while holding that 
office, be subject to retirement by rotation, or taken into account 
in determining the rotation of retirement of Directors; but his 
appointment shall be subject to determination tpso facto if he 
ceases from any cause to be a Director, or if the Company in 
General Meeting resolve that his tenure of the office of 
Managing Director or Manager be determined. 


73, The amount for the time being remaining undischarged 
of moneys borrowed or raised by the Directors for the purposes 
of the Company (otherwise than by the issue of Share Capital) 
shall not at any time exceed the issued Share Capital of the 
Company without the sanction of the Company in General 
Meeting. 

74, The Directors shall duly comply with the provisions of 
The Companies (Consolidation) Act, 1908, or any statutory 
modification thereof for the time being in force, and in particu- 
lar with the provisions in regard to the registration of the 
particulars of mortgages and charges affecting the property of 
the Company, or created by it, and to keeping a Register of the 
Directors, and to sending to the Registrar of Companies an 
annual list of Members, and a summary of particulars relating 
thereto, and notice of any consolidation or increase of Share 
Capital, or conversion of Shares into Stock, and copies of 
Special Resolution, and a copy of the Register of Directors and 
notifications of any changes theroin. 


at: 
ie 


75. The Directors shall cause Minutes to be made in books 
provided for the purpose :-(a) Of all appointments of officers 
made by the Directors; (b) Of the names of the Directors 
present at each Meeting of the Directors, and of any Committee 
of the Directors; (c) Of all resolutions and proceedings at all 
Meetings of the Company, and of the Directors, and of Committees 
of Directors; and every Director present at any Meeting of 
Directors or Committee of Directors shall sign his name in a 
book to be kept for that purpose. : 

76. The Seal. The Seal of the Company shall not be affixed 
to any instrument except by the authority of a resolution of 
.thé Board of Directors, and in the presence of at least two — 
Directors and of the Secretary or such other person as the 
Directors may appoint for the purpose ; and those two Directors 
and Secretary or other person as aforesaid shall sign every — 
instrument to which the seal of the Company is so affixed in 
their presence. 

77, Disqualifications of Directors. The office of Director 
shall be vacated, if the Director—(a) Ceases to be a Director by 


virtue of Section 73 of The Companies (Consolidation) Act, 


1908 ; or (b) Holds any other office of profit under the Company 
except that of Managing Director or Manager; or (c) Becomes — 
bankrupt; or (d) Is found lunatic or becomes of unsound 
mind ; or (e) Is concerned or participates in the profits of any 
contract with the Company: Provided, however, that no 
Director shall vacate his office by reason of his being a Member 
of any Company which has entered into contracts with or done _ 
any. work for the Company of which he is a Director; but a — 
Director shall not vote in respect of any such contract or work _ 
and if he does so vote his vote shall not be counted. 

78, Rotation of Directors. At the first Ordinary Meeting of 
the Company the whole of the Directors shall retire from office, 
and at the Ordinary Meeting in every subsequent year one-third 
of the Directors for the time being, or, if their number is not 
three or a multiple of three, then the number nearest to one- 
third, shall retire from office. . 

79, The Directors to retire in every year shall be those who 
have been longest in office since their last election, but as 
between persons who became Directors on the same day those te 
retire shall (unless they otherwise agree among themselves) be 
determined by lot. s : : : 

80, A retiring Director shall be eligible for re-election. 

81. The Company at the General Meeting at which a 
Director retires in manner aforesaid may fill up the vacant 
office by electing a person thereto. | — 

82, If at any Meeting at which an election of Directors 
ought to take place the places of the vacating Directors are not 
filled up, the Meeting shall stand adjourned till the same day 
in the next weck at the same time and place, and, if at the 
adjourned Meeting the places of the vacating Directors aro 


not filled up, the vacating Directors, or such of them as have 
~ not had their places filled up, shall be deemed to have been 
re-elected at the adjourned Meeting. a 


PA 
_ 83, The Company may from time to time in General Meeting 
imerease’ or reduce the number of Directors, and may also 
determine in what rotation the increased or reduced number 
is to go out of office, 


84, Any casual vacancy occurring in the Board of Directors 
may be filled up by the Directors, but the person so chosen shall 
be subject to retirement at the same time as if he had become 
a Director on the day on which the Director in whose place he 
is appointed was last elected a Director. Se 


85. The Directors shall have power at any time, and from 
time to time, to appoint a person as an additional Director who 
shall retire from office at the next following Ordinary General 
Meeting, but shall be eligible for election by the Company at 
that Meeting as an additional Director. 

86. The Company may by Extraordinary Resolution remove 
any Director before the expiration of his period of office, and 
may by an Ordinary Resolution appoint another person in his 
stead ; the person so appointed shall be subject to retirement 
at the same time as if he had beconié a Director on the day on 
which the Director in whose place he is appointed was last 
elected Director. 


87. Proceedings of Directors. The Directors may meet 
together for the dispatch of business, adjourn, and’ otherwise 
regulate their Meetings as they think fit. Questions arising at 
any Meeting shall be decided by a majority of votes. In case 


of an equality of votes the Chairman shall have a second or ~ 


casting vote. A Director may, and the Secretary on the 
requisition ofa Director shall, at any time summon a Meeting 
of Directors. f 


88. The quorum necessary for the transaction of the business 
of the Directors may be fixed by the Directors, and unless so 
fixed shall (when the number of Directors exceeds three) be 
three. . xz : 

89. The continuing Directors may act notwithstanding any 
vacancy in their body, but, if and so long as their number is 
reduced below the number fixed by or pursuant to the regula- 
tions of the Company as the necessary quorum of Directors, 
the continuing Directors may act for the purpose of increasing 
the number of Directors to that number, or of summoning a 
General Meeting of the Company, but for no other purpose. 

90, The Directors may elect a Chairman of their Meetings 
and determine the period for which he is to hold office ; but, if 
no such Chairman is elected, or if at any Meeting the Chairman 
is not present within five minutes after the time appointed for 
holding the same, the Directors present may choose one of their 
number to be Chairman of the Meeting. : 


o~ 


91, The Directors may delegate any of their powers to 
Committees consisting of such Member or. Members of their 
' body as they think fit; any Committee so formed shall in the 
exercise of the powers so delegated conform to any regulations 
that may be imposed on them by the Directors. 


92. A Committee may elect a Chairman of their Meetings ; 
if no such Chairman is elected, or if at any Meeting the Chairman 
is not present within five minutes after the time appointed for 
holding the same, the Members present may choose one of their 
number to be Chairman of the Meeting. 


93, A Committee may meet and adjourn as they think 
proper. Questions arising at any Meeting shall be determined 
by a majority of votes of the Members present, and in case 
of an equality of votes the Chairman shall have a second or 
casting vote. 


94, All acts done by any Meeting of the Directors or of a 
Committee of Directors or by any person acting as a Director, 
shall, notwithstanding that it be afterwards discovered that 
there was some defect in the appointment of any such Directors 
or persons acting as aforesaid, or that they or any of them 
were disqualified, be as valid as if every such ‘person had been 
. duly appointed and was qualified to be a Director. 


95, Dividends and Reserve. The Company in General 
Meeting may declare Dividends, but no Dividend shall exceed 
the amount recommended by the Directors. 


96. The Directors may from time to time pay to the members 
such interim dividends as appear to the Directors to be justified 
by the profits of the Company. — 


97, No dividend shall be paid otherwise than out of profits. 


98. -Subject to the rights of persons, if any, entitled to 
Shares with special rights as to Dividends, all Dividends shall 
be declared and paid according to the amounts paid on the 
Shares, but if and so long as nothing is paid up on any of the 
Shares in the Company Dividends may be declared and paid 
according to the amounts of the Shares. No amount paid on 
a Share in advance of Calls shall, while carrying interest, be 
treated for the purpose of this Article as paid on the Share. 


99. The Directors may, before recommending any Dividend, 
set aside out of the profits of the Company such sums as they 
think proper as a reserve or reserves which shall, at the discretion 
of the Directors, be applicable for meeting contingencies, or for 
equalising Dividends, or for any other purpose to which the 
profits of the Company may be properly applied, and pending 
such application may, at the like discretion, either be employed 
in the business of the Company or be invested in such invest- 
ments (other than Shares of the Company) as the Directors may 
from time to time think fit. - 


100. If several persons are.registered as joint holders of any 
Share any one of them may give effectual receipts for any 
Dividend payable on the Shares. 

101, Notice of any Dividend that may have been declared 
shall be given in manner hereinafter mentioned to the persons 
entitled to share therein. 


104. The Books of Account shall be kept at the Registered 


Office of the Company, or at such other place or places as the 
Directors think fit, and shall always be open to the inspection 
of the Directors, 

105. The Directors shall from time to time determine 
whether and to what extent and at what times and places and 
under what conditions or regulations the accounts and books 
of the Company or any of them shall be open to the inspection 
of Members not being Directors, and no Member (not being a 
Director) shall have any right of inspecting any account or 
book, or document of the Company except as conferred by 
Statute or authorised by the Directors or by the Company in 
General Meeting. . 

106. Once at least in every year the Directors shall lay 
before the Company in General Meeting a profit and loss account 
for the period since the preceding account or (in the case of 
the first account) since the incorporation of the Company, 
made up to a date not more than six months before such 
Meeting. 

107. A balance sheet shall be made out in every year and 
laid before the Company in General Meeting made up to a 
date not more than six months before such Meeting. The 
balance sheet shall be accompanied by a report of the Directors 
as to the state of the Company’s affairs, and the amount which 

_ they recommend to be paid by way of Dividend, and the 
amount, if any, which they propose to carry to a Reserve Fund. 

108. A copy of the balance sheet and report shall, seven 
days previously to the Meeting, be sent to the persons entitled 
to receive notices of General Meetings in the manner in which 
notices are to be given hereunder. 

109, Audit. Auditors shall be appointed and their duties 
regulated in accordance with Sections 112 and 113 of The 
Companies (Consolidation) Act, 1908, or any statutory modi- 
fication thereof for the time being in force. 

110. Notices. A notice may be given by the Company to 
any Member either personally or.by sending it by post to him 


eae " S 
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to his registered address, or (if he has no registered address 


in the United Kingdom) to the address, if any, within the _ 


United Kingdom supplied by him to the Company for the 
giving of notices to him, Where a notice is sent by post, 
service of the notice shall be deemed to be effected by properly 
addressing, prepaying, and posting a letter containing the 
notice, and unless the contrary is proved to have been effected 
at the time at which the letter would be delivered in the 


ordinary course of post. - 


441. If a Member has no registered address in the United 
Kingdom, and has not supplied to the Company an address 
within the United Kingdom for the giving of notices to him, 
a notice addressed to him and advertised in a newspaper 
circulated in the neighbourhood of the Registered Office of the 
Company, shall be deemed to be duly given to him on the 
day on which the advertisement appears. 


F ®, 
4112, A notice may be given by the Company to the joint 
holders of a Share by giving the notice to the joint holder 
named first in the Register in respect of the Share. ; 


118. A notice may be given by the Company to the persons 
entitled to a Share in consequence of the death or bankruptcy 
of a Member by sending it through the post in a prepaid letter 
addressed to them by name, or by the title of representatives 
of the deceased, or trustee of the bankrupt, or by any like 
description, at the address, if any, in the United Kingdom 
supplied’ for the purpose. by the persons claiming to be so 
entitled, or (until such an address has been so supplied) by 
giving the notice in any manner in which the same might have 
been given if the death or bankruptcy had not occurred. 


114, Notice of every General Meeting shall be given in some 
manner hereinbefore authorised to (a) every Member of the 
Company (including Bearers of Share Warrants) except those 
Members who (having no registered address within the United — 
Kingdom) have not supplied to the Company an address within 
the United Kingdom for the giving of notices to them, and 
also to (6) every person entitled to a Share in consequence of 
the death or bankruptcy of a Member, who, but for his death 
or bankruptcy, would be entitled to receive notice of the 
Meeting. No other persons shall be entitled to receive notices 
of General Meetings. 


} 
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; 705° 
_PUBLISHED ACCOUNTS. 


Company, not governed by such special or general acts as those 
referred to in the chapters on the Double Account System and 


solidation) Act, 1908, but the Articles almost invariably deal 


: [ Table A apply unless excluded. 
While the Act itself does not require the preparation or sub- 
mission to the members of any Balance Sheet, Profit & Loss 


401. The Act further requires that every Company (not 


_ being a Private Company) shall file with its Annual Summary 


a@ statement‘in the form of a Balance Sheet, containing a sum- 
mary of its Share Capital, its Liabilities, and its Assets, giving 
such particulars as will disclose the general nature of those 
Liabilities and Assets, and how the values of the fixed assets 
have been arrived at, but the Balance Sheet need not include a 
Statement of Profit & Loss. The Balance Sheet must contain 
a statement of the commission paid on the issue of any Shares 
or Debentures or the discount allowed on any Debentures, so 
far as the same has not been written off, and this must be 
repeated until the whole. amount is written off. Page 2 of the 
Summary (‘Form E,” see page 429) is reserved for the 
Balance Sheet, the heading and ruling being as follows :— 


23 _Page 2 of Annual Return. 
STATEMENT in the form of a Balance Sheet made up to the 


20th day of March, 1914, containing the Particulars of 
the Capital, Liabilities, and Assets of the Company. ” 


= 


Capital and Liabilities. Assets. 


< 


This represents page 2 of | the “Annual Return” on which 
the Balance Sheet of Nicotine, | Ltd., would be copied from.the 
particulars given on page 469, 


| 


402. Unless exéluded by special Articles of Association, 
Table A. provides that once at least in every year the Directors 
shall lay before the Company in General Meeting a Profit & 
Loss A/e. for the period since the preceding account, or (in the 
case of the first account) since the incorporation of the Company, 
made up to a date not more than six months before such 


= me 


Meeting. It also provides that a Balance Sheet shall be made 
out and laid before the Company in General Meeting, and shall 
be accompanied by a Report of the Directors as to the state of 
the Company’s affairs, the amount which they recommend to 
be paid by way of dividend, and the amount, if any, which 
they propose to carry to a Reserve Fund. A copy of the 
Balance Sheet and Report shall, seven days previously to the 
meeting, be sent to the persons entitled thereto. ~ 


403. While most Accounts are published annually, those of 


Banking Companies are prepared half-yearly. The Companies 
Act provides that every Limited Banking Company shall, before 
it commences business, and also on the first Monday in February 
and the first Tuesday in August in every year, during which it 
carries on business, make a Statement in the form provided 
by the Act, a copy of which shall be put up in a conspicuous 


place in the Registered Office of the Company, and in every — 


Branch Office. 


404. One of the principal features of the following collections 
of Published Accounts is the lack of uniformity in their present- 
ation. Beyond the requirements of Banks referred to in the 
last paragraph, the Directors are only bound:by the Articles of 
Association in the preparation of the accounts. It will be 
noticed that the information contained in some of them is of 
the most meagre description, the value of the Assets being 
stated in a lump sum, while in other cases many details are 


given. As to the order in which the Liabilities and Assets are 


stated there is no law whatever, and the practice of the best 
accountants varies:in many respects. 


405. Every Company limited by shares must, within a 


period of not less than one month, nor more than three months, 


from the date at which it is entitled to commence business, 
hold: a General Meeting of its Members, which is described as 
the Statutory Meeting. In the case of.a Public Company there 
must be forwarded to every member and debenture holder, at 
least seven days before the Meeting, the Statutory Report, 
containing (a) particulars as to the shares allotted, (b) the 
amount of cash received; (c) an abstract of the receipts and 
payments of the Company, (d) a list of the Directors and 
Officers, (e) particulars of the modification of any contract. A 
specimen of a Statutory Report is given on the next page, a copy 
of which, impressed with a 5/- fee stamp, must be filed with 
the Registrar. If default is made in filing the Report or 
holding the Statutory Meeting, any shareholder may, at the 
expiration of 14 days after the last day on which the Meeting 
ought to have been held, petition the Court for the winding up 
of the Company. The Court, on the hearing of the petition, 
may either direct the Company to be wound up, or direct the 
Report to be filed or @ meeting to be held, or make such other 
order as may be just, and may order the persons in default to 
pay the costs of the petition, 
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No. of Certificate 107989, j x ' 

: Companies (Consonipation) Act, 1908. 

The Diamantino Rubber Plantations, Limited, 
NOTICE IS HEREBY GIVEN that the Statutory General 

Meeting of the Diamantino Rubber Plantations, Limited, will be 

held at Winchester House, Old Broad Street,in the City of London, 

B.C., on Tuesday, the 7th day of June, 1910, at 12-30 0’clock p.m, 

By Order of the Board, 
. BOUSTEAD, ANDERSON & CO, 
27th May, 1910. Secretaries. 
Report of the Directors, : ; 
Pursuant to Section 65 of the Companies (Consolidation) Act, 1908. 
- The Directors report to the Members as follows :— | 
1.—The total number of Shares allotted is 974,900 of 2s. each, 

: of which 250,000 has been issued as fully paid up in part 
consideration of the Purchase Price and 724,900 has been 
issued for cash. 

2,—The total amount of Cash received by the Company in respect 

-of the724,900Shares issued wholly for Cash is £48,353 17s.6d. 

3,—The Receipts and Payments of the Company on Capital A/c. 

and otherwise to the 24th day of May, 1910, are as follows : 


Receipts. : Payments. 
Amount due in respect of Purchase consideration f 
724900 Shares ............ £72490 - -/| paid to vendors in cash £30000 - - 
Less Calls unpaid ......... 24136 2 6{| Payments to Underwriters 
and - Brokers: -t.icccteisees 4226 4 4 


pesiarsaey Expenses ... 3000 - - ° 
Legal & Transfer Exs.... 2800 - - 


Remittance to Manager 3000 - - 

Cables, Postages, 

Salariés | W6,"— ait 515 4 6 
: ‘ Bal. of Cash in Bank... 4812 8 8 


a : £48353 17 6 £48353-17 6 
| 


4.—The amount of the Preliminary Expenses paid by the 
- Company as per Prospectus was £3000. 

5.—The following are the Names, Addresses, and Descriptions 
of the Directors, Auditors, Manager, and Secretaries of 
the Company. Directors. 

‘L. T. BOUSTEAD, The Ivy House, Nutfield, Redhill, Surrey. 

FREDERICK -DAVIES, 21 Mincing Lane, E.C 

T. P. W. FORRESTER, 86 Leadenhall Street, E.C. 

Auditors. 

DELOITTE, PLENDER, GRIFFITHS & CO., 5 London 
Wall Buildings, London, E.C., Chartered Accountants. 
Manager.—T. H. WHITE, Para. 

Secretaries and Offices— : 
BOUSTEAD, ANDERSON & CO., 30 Mincing Lane, E.C. 
< L. T. BOUSTEAD, 
TREDK. _DAVIES, 
AUDELORISEREPORT. 2 0. Pac ae 
We hereby certify that so much of this Report as relates to the Shares allotted 
by the Company, and to the Cash received in respect of such Shares, and to 
the Receipts and Payments of the Company on Capital Account and_ other- 
wise, is correct. pr] OITTE, PLENDER, GRIFFITHS & CO., Aga 
Wall Buildings, London, E.C. Chartered Accountants. } ada 

agth May, Igio. 


We hereby certify this report. \ Tita 
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The Asscolated Gold Mines of 
Balanoe Sheet as at 


eS Liabilities. 
CAPITAL :— 
Authorised £500,000 in Bi ,000 Shares 
Of aL ceachin cancasstecoseuss Oe EE _ £500000  - ~- 
SSRIS 
Issued and fully paid up «score 495364 ; 
SUNDRY CREDITORS :— ~j2 
Australia 10301 11 8 
London - 18010 5 10482 


Directors’ Extra Remuneration— i 
On Dividends Nos, 13 and 14 ......... 

Dividends— - 
Outstanding and ‘unclaimed Co 

PROFIT & LOSS :— 

Balance as per last Balance Sheet ... 
Add Balance for year as per annexed 
ACCOUNE Srrrersevesccevavsoedsnccnevsacaceceees . 


Less Dividend No. 13, Is. 6d. per 
Share paid 24th July, 1908 ......... 
Less Dividend No. 14, Is. per Share 
paid 12th November, 1908 ......... 


Less Western Australian Government 
Duty on Dividends Nos. 13 and 14 
Less Directors’ extra remuneration 
for year ending 31st March, 1909, on 
Dividends Nos. 13 and 14, paid 24th 
July and 12th November, 1908, sub- 
ject to confirmation by Shareholders 
in accordance with Articles of 
ASSOSIATION S uccrassceostouecagevetinen esas 


Less Expenditure written off— 
Development and Shaft Sinking . 
Diamond Drilling. .......s.esesseseeee 

Less Depreciation— 

Plant) & Machinery. s.scissecveeresstnes 
Buildings = 
Furniture 


~ 


sie 


3096 


24768 4 


. 40274 13 
2629 19 


owe NI 


14385 15 - 
125792 3 10 


140177 18 10 


61920 10 - 
78257 8 10 


4334-8 8 
73923 - 3 


64234 15 8 9688 4 6 


‘ 
iat niacdlliaban: 


/ 


avionics Domai i li ce ke 


i 


2517578 18 9 


~ 


- 


4 


~ 


- Western Australia, Limited. 
31st March, 1909. = 


Property Purchase Account— 
As per last Balance Sheet 


Assets. 


avesuauense 1 
Expenditure on Australia Leaseholds_ ase Ne 
‘lant and Machinery— 
As per last Balance Sheet ..... sesseee 121848 17 
Additions during year (less Sales)* 14863 18 
136212 15 be ig 
Less 15% Depreciation ...c.cc.c00. 20431 18 4 115780 17 4 
Buildings— Z 
As per Balance Sheet ..........0..... 8801 8 
Less 15% Depreciation ...... ees 4506 4 4 
Furniture— 7 a 
As per last Balance Sheet ............ 1022 7 9 
Additions during year Seance) 7 
= . 
1029 17 9 
Less 10% Depreciation ..........000. $26 18 - 
Development and Shaft Sinkin ——_—_ 
As per last Balance Sheet . 39180 6 11 
Expenditure during year . 82438 12 4 
Less written off— 71618 19 3 
% on Balance at 3ist 
March, 1908 ...g...... 7836 1 5 
Expenditure for year to 
31st March, 1908 ...... 32438 12 4 4027413 9 31344 5 G 
Live Stock™and Vehicles (as valued) ... _ 487 - - 153045 5 3 
London Office Furniture (less Depreciation) _ 100 - 
Investments— 
Consols £41000 34% at market price, 
Stu MArCh MlSOO = 505050. .os aves. 34773 2 6 
Transvaal Government 3% Guaran- 
teed Stock 1958 £100000 at net ; 
COG nccenPinioces Savrapsadceevee cece wesetees 86005 6 2 
130778 8 8 
, Add accrued interest .........ccccc000 94118 8 
= 131720 7 4 
Associated Northern Blocks (W.A.) 
Limited 9813 fully paid £1 Shares 
at markei price, 31st March, 1909 3679 17 6 
Kalgoorlie and Boulder Mines 
Wea tere: Preint iets tetesccasPiecen tes 1080 - - 
Sundry Investments ...:..,..sseeseces 50 13 - 136530 17 10 
Stores Explosives, Fuel, &c., as certified 9559 9 2 
POW MRL GH USI bees orccreacct secacetciscos cites 153416 1 11094 5 3 
Unexpired Insurance Premiums 136 14. 4 
Sundry Debtors— 
_ Australia for Bullion (since received) 22639 2 9 
a MUU ELOD =o oe hae an case on talbwdeesa 1200 3 4 
London for advance against security 
ASINES™ “VEPMIG)O" cecccnce.actasstevsersovecs 9000 - - 32839 6 1 
Cash at Bank and in hand— 
~ Deposit and General Accounts ...... 13648 6 3 
Dividend Accounts — .....2cs..c..sssseees 806 4 - 1445410 3 


#517578 18 9 ® 


a 


i 


be ee 2 oe 
Sheet of Furnes 
30th April, 
sor Capital and Liabilities. Stee 
SHARE CAPITAL :— 


Total authorised Issue— 
150000 5% Cumulative Preference Shares of £10 each £1500000 


The Balanoe 


2 2000000 Ordinary Shares of £1 each ............... oars 2000000 
f : Reenter 
ie £3500000 
ISSUED :— ae 
80000 59% Cumulative Preference 
Shares of £10 each fully called 
and= paid Up cs.sc-cscvecestavetcosansee £800000 
. 35000 5% Cumulative Preference : 


Shares of £10 each on which £8 
per Share has been called up... 280000 - 


1080000 =~ 
Add—Amounts paid in advance, = ; 
less Calls in arrear..........0..00. 66453 - - 1146453 - . 


1200000 Ordy. Shares of £1 eacn, : - 
fully called and paid up ......... 1200000 - - 
800000. Ordy. Shares of £1 each, 
on which 17/6 per Share has : 
been called “up. <..5...csccccccaneoeevas 700000 - . 
= 1900000 - - 
Add—Amounts paid in advance, 
less Calls in arrear -............ 19635 2 6 1919635 2 6 3066088 2 6 


NOTE.—There is an amount of £83911 17s. 6d. reteivable . 
against future Calls. : 
RESERVE FUND separately invested (as per, Contra) case 500000 - - 
RESERVE ACCOUNT for rae and - Repairsics..-. 2vc-.ccccs a BOO000> aw 
SUNDRY CREDITORS (including British Maritime Trust, 
Ltd., and Chesapeake and Ohio S.S. Company, Ltd., on 
unchase: of Steamers) a: a.saee eee ee eet oe ee 509551 6 4 
BILLS PAYABLE :— 
Accepted for Customers against security (as per 


Contra) 26244 - - 
General . 116670 9 9 
On Steamers building and delivered .. +. 368685 - - 511599 9 9 


ors’ Repor. of 4th July, 1908 63460 5 93 102315 6 4 
Add—Balance for year as per Account ......... 217383 1 11 


— 


319698 8 3 


Va egy ST ea cnt ee AW EAM Bion RA RR ep A tah yt pT pr 1 ab eel ae NP 


Less Interim Div. on Ordin- : 
ary Shs. for 6 months at 5% 
er ann., paid Ist Nov., 1908 4408810 3 . 
transferred for Depreciation 114897 -10 158985 11 1 160712 17 2 : 
a Sl 


#4947951 15 8 
———Sa 


Ba 


Fae antec erage ear eee tens oe en SSS 
Dr. . Profit & Loss Account for the Twelve 
To Directors’ Fees ; 5441 13 4 


»» Income Tax 


Sime aae 6198 12 - 
! to 31st October, 1908, and 
Interest and Discount .es.-.ec...ccs00...-. Rascqacecieeeeer Saateeeay 49692 8 11 
» Balance as per Balance Sheet ............. cuseestentdiacessesmeeeeoe 217383 1 11 


£278715 16 2 
a oe 


<- Pro 
- y and Assets. 
STEAMSHIPS, INVESTMENTS in Collieries, Engine and 
Iron Works, Shipping, Industrial and Subsidiary Compan- 
ies, and General Investments (less Depreciation written 
off), Freeholds, Plant, and other property in the United 


and cargo barges), Stock of coal, &c., Payments on account : 
. £3792457 18 4 
: .. 500000 - - 
“4 
* 
Ss 
% 3000...London, Chatham & Dover Railway ...... do. 
: 500 Shares Barclay & Company, Ltd., £20 each, £8 paid up... 
- 500 Shares North Eastern Banking Company, Limited, £20 
~ each, £6 paid up ..........ce.cers Bae aaeRER Rae Cee e een adis noel oon -aRen eee 
SUNDRY DEBTORS— 

es For Acceptance of Customer’s Drafts against 
: mecurity -(as per Contra) s.ic..cy.---ss0rcesarsesennees 26244 - - 
; On Open Accounts and Steamer’s Uncompleted 
3 Voyages, including Unexpired Insurances and 

Penta fA Vera Ges. iidtssci.cgsiseccevescintvetesettiaesstos 251849 7 4 278093 7 4 
7 BANKERS’ BALANCES Ci t Accounts, Cash and Bills 
: Se Teen irene Ge a eels eae 377400 10 1 
—— 


Months ended 30th April, 1909. 
Préfits.— ‘ 

BY At Head Office and Branches ...........:ccc00000 £222983 15 9 

Less—Loss at Shipyard, to 3lst Oct., 1908 59134 9 7 


» Dividends . on Investments 
», Subsidy for Postal Services 
» Transfer Fees ........ Rhassaraie 


AAI 


163849 6 3 
105749 18 9 
8924 11 9 
19119 6 

2 


2278715 16 
SEE 


24947951 15 9 
a ST EE 


ae ey) 


Sa aan a 
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et ~ _ 22 Booth Street, 
MANCHESTER, 12th July, 1907. 
To the Shareholders of 
' The English Sewing Cotton Company, Limited. 
Gentlemen, eer gt 
» We have audited the Acc 
March, 1907, and the Balance Sheot of that date acd ie er Cnding Bist 
such Balance Sheet is, in our opinion, properly drawn up so as to exhibit a 


true and correct view of the state of the Company’s affairs as sh thi 
Books of the Company. D 2 own by the 


Properties, &c.—The item £2241489 5s. 11d. is explained in the Balance 


Sheet itself. It includes ‘Closed Works,” which now stand at £36241 3s. 10d., 


and ‘* Goodwill and Trade Marxs,” which stand at £431546 9s. Od. 
Depreciation has beeneharged at the following rates :— 


On Buildings, inciuding Sprinklers.......... Tele etseess at 24% 
paeeraO) PANG rs here Sa cia hols esi one Sreteerarer Sense at 5% 
»» Loose Plant and Machinery ............ceceseees at 73% 
», Office and Warehouse Furniture and Fittings, a sum 
ee OXCOO UME Sienna grertiaeterniae He ave slistviavenstat nists areere at 10% 
And in addition— 


Depreciation on the excess of the amount standing to the 
debit of “Closed Works” Account over the present 
estimated value thereof...... 2.0... cece cseee at 10% 


The item of Depreciation, £28902 2s. 3d., in the Balanee Sheet is in 
respect of English plants only. In addition, the sum of £10429 Os. 1d. has 
been written off for Depreciation on the plant of R. F.& J. Alexander & Co., 
Limited, & Ermen & Roby (Armentiéres) Limited, which is dealt with in the 
pho Accounts of these Companies. The total Depreciation for the year 
is therefore £39331 2s. 4d. ; 3 


Balance of Accounts due by Subsidiary i Sag and Dividends and 
Profit yet to receive.—£209600 19s. 5d. comprises the Dividend to be received 
from the American Thread Company, and balances owing by R. F. & J. 
Alexander & Company, Limited, and Ermen & Roby (Armentiéres) Limited, 
(less a credit balance of account with the English Thread Company, Limited). 


Stocks in Tratie.—The correctness of the quantities has been certified by 
some responsible person or persons at each Branch. ‘The prices of the stocks 
in the various departments of each concern are certified as correct by the four 
Executive Directors or as to stores and mill supplies by a member of the 
Stores Committee. These gentlemen also certify that such prices are on the 
basis of cost or net realisation (whichever is lower), and we are of opinion 
that the basis adopted is fair and reasonable. 


Sundry Debters.—This item includes the Foreign and Home Trade 


Debtors for Sewing Cotton and Sewing Silk, the accounts for which are kept 
by the Company’s Agents, the Central Agency, Limited. Summarised state- 
ments thereof, certified by Mr. David W. Kidston, one of the Auditors of the 
Central Agency, Limited, have been produced to us. Proper provision has, in 
our opinion, heen made for bad and doubtful debts and for discounts. 

Gash and Bills at Bankers and in Hand.—We have verified the Cash and 
Bills at Bankers and at the Head Office, and at some of the Branches. With 
regard to cash at Foreign Banks and Agencies under the controi of the Central 
Agency, Limited, our remarks under the head of Sundry Debtors also apply. 

We have examined the Certificates for the Investments, including the 
Investments in Subsidiary Companies. 

Profit and Loss Account.—The net profit on the year’s working, after 
paying £38309 1s. 1d. Interest on Debentures is £254846 17s. 4d. to which 
must be added the balance brought forward from last year, £67302 11s. 7d., 
making a total of £322149 83. 11d. From this must be deducted the interim 
dividend of 24% on the Preference Shares paid on the 9th February, 1907, 
£25000, leaving a balance to the credit of £297149 8s. 114. 


We are, Gentlemen, 
Your obedient Servants, 
DAVID SMITH, GARNETT & CO. 


La 
a 
z 


ENGLISH SEWING COTTON — 


Balance Sheet, 


SHARE CAPITAL, alithorised, issued, and paid up :— 
1000000 5% Cumulative Preference Shares of £1 


GACH, hss coat candes soodac te cdueemmecnenesemsneasceeg Ssiucaec’s £1000000 - = 
1000000 Ordinary. Shares of £1 each ............ 1000000 - - 
Debenture Stock, authorised, issued, and paid up :— 
4% Mortgage First Debenture Stock ............ £957694 - - oP 
Interest accrued thereon to 31st March, 1907 ‘* 9576 18 9 967270 18 (9 
Sundry Creditors .......--scecseseeseeee eh PR Tosti ta 74252 17 3 
The American Thread Company—Current Account 4565 19 10 
Pension Fund for Employees = 5000 - - 
Capital Reserve Account ........ ie . 112601 13 6 
Reserve Account —...cccecssssecsssssssstsnseseesececaneetneneenes 50000 - - 


Contingent Liability against Bills of Lading, 
£232750 0 6 (estimated at nil). 

PROFIT & LOSS ACCOUNT :— 
Balance brought forward as per Directors’ 


Report, dated 30th July, 1906 .......--cccceeses ~ 72302 11 7 
Less Employees Pension Fund—A nt voted 
at last General Meeting «..........00+ Graieceesya : 5000 - - 
67302 11 7 
Profit for the year aS per ACCOUNE .......seree 254846 17 4 
322149 8 11 
Deduct Interim Dividend of 25% on Prefer- 
ence Shares paid 9th February, 1907 ...... 25000 - - 297149 811 
£3510840 18 3 
Se 
Dr. Profit & Loss Accouni for 
Fo Directors’ Fees, 1907, and Commission, 1906 Ee alnapasiwacsmceeaca - - 
», Law Charges and Accountancy .......s.scssccoccecsrnsssssesesseree see LSE 
», Depreciation on English Plants, Furniture and Fittings ......... 28902 2 3 
», Debenture Interest for OMe Year ......ececeseeeeseestreesnereeeeenee eae b RE | 
sy Balance carried GOWN ..:....csocunsssssscerserscenanenvons seer aexteMIn PS Cav ONTOACS 254846 17 4 
£333695 - 3 
a 
SS —— 


In accordance with the provisions of the Companies’ Act, we certify that 
Shareholders accompanies this Balance Sheet. 


Manchester, 11th July, 1907. 


RE Ree 


' 


ENS ge eee 


ET Oe Ey eee apy eee 


: COMPANY, LIMITED. 


81st March, 1907, — 


- Freehold and Leasehold Properties, Plant, Machin- 
ery, etc, (including capital outlay on same since 
their senutetios) and Goodwill of original pur- 
chases, also fully paid shares in- Subsidiary 
Companies, fully paid Preference and Ordinary 
Shares in R. F.& J. Alexander & Co., Ltd., and 

- 1200000 Shares of $5 each ($34 per share paid up) 
of the Common stock of the erican Thread 
Company as per Balance Sheet 31st March, 1906 £28277083 7 8 

Add Capital Expenditure during year ended 
31st March, 1007 (exclusive of £11444 8 6 


? 


expended by Subsidiary Companies) ...... «. 1235012 - 
: 2340053 19 3 
Less Depreciation on English 
Plants, Furniture and Fittings 
POM THES VEAP oes cn ec ceco esac £28902 2 $8 
(Exclusive of £10429 0 1 
written off by Subsidiary 
Companies). 
elas gorse. ae ea 59662 11 1 
Amount written ** Closed 
Works ” taken from Special 
Ee ee er ees 
98564 13 4 
Total Properties, etc. (including ‘‘ Closed Works Account ” 
£36241 3 10), at 3lst March, 1907 £2241489 § 11 
209600 19 5 
377534 6 2 
189873 - 5 
249673 15/1 
221669 11 3 
Trustees for Debenture Holders :— 
Cash in Bank to be re-invested 21000 - - 


~ £3510840 18 3 
RE 


== 


year ended 3ist March, 1907. Gr. 


By Manufacturing Profits, Dividends from the American Thread 

Company and Subsidiary and other Companies, Bank 

Interest, and Interest on Investments ..........ccccceccccereeees 332740 6 9 
MVR EAMBIOT UNCED cc cecaccncccecsecdassatibeccscsccdesWavasbtoee otra enn 95413 6 


2333695 - 3 
aoe 
ass rrr re 


all our requirements as Auditors have been complied with. Our report to the 
DAVID SMITH, GARNETT & CO., 
Chartered Accountants, Auditors. 


LIPTON 


Balance Sheet 


: = Capital & Liabilities. 
CAPITAL :— 


(a) 1000000 Cumulative 5% Preference , 
Shares of £1 each é...is..ssscsssosaceonss £1000000 - - = 
1000000 Ordinary Shares of £1 each, 
per Balance Sheet at 14th March, 
19 


I 


1250000 - - 
Less Calls in arrear on 79 Shares : ; 
OL HOW ALSSUG seceessessevsnasnereecthors z 6515 - 1249934 5 -£2249934 6 
Debenture Stock, bearing 4% interest ...... 500000 - 
Bills Payable............. SY ray, Seatuocaes Feveese 212982 - 5 
Overdraft from Bank cea R ‘ 898745 4 4 
Sundry Creditors and Directors’ Fees ...... ’ 2 241960 9 4 
Savings Bank Deposits & Interest accrue 3 
tHEreon's e.c5-c.veveqeccze : 673821 8 7 
Unclaimed Dividends = 2049 19 8 
Interest on Debenture Stock acc 8965 - 11 
Premium on Shares Account :— 2 
5s. per Share on 666667 Shares of original 
TSSILE: (oy crew ccuaececeesycacrceveducaaet<mendeveawerrsents lt OOGOD 0. in 
5s. per Share on 250000 ; 
Shares of new Issue ...... £62500 - - # 
-.-Té:s Expenses of new 
USSUCR reese sheer Paeunteeen 8277 17 9 54222 2 38 220888 17 3 
Reserve ACCOUNt, tc. sexcsays-ve=stecasctavesenaes ov 145000 - - 865888 17 
PROFIT & LOSS ACCOUNT :— —_—__— 
Balance brought from previous year ...... 20264 16 3 : 
Profit for period ending 20th March, 1909, \ < 
AS PEPPACCOUNG I. Macessecnccsscnaecteteteveas once 162726 5 2 182991 1 5 
Deduct (a) Interest on Debeniure Stock : :: 
LOR VOCAL ncntssceae susagesseemerecace 20000 - - = - 
(0) Interim Dividend on Prefer- 2 : 
ence Shares paid 80th Sept., 
FOO He crcsecaawas tags rucsusetenenteeues 25000 - - ; 
(c) Interim Dividend on original 
Ordinary Shares paid 9th - 
November, 1908 ............esce0 80000 - - . 
(4) Interim Dividend on new ; ‘ : “=: 
Ordinary Shares paid 9th - : 
Novemibers190G5. icccxccarteonene 117117 6 7617117 6 106819 8 iL 


£4149666 9 6 


De, Profit & Loss Account for the Period from 
To Expenses of Management, including Salaries, General Charges, Head ; 3 
Office Expenses, Auditors’ Fees, Transfer Office Expenses, Savings : : 
Bank Expenses and Advertising...c..sessssesssses Rat ac ct eee vee LIATTIS 16 4 
y Bad Debisin ans anomie wee 2164-4 2 
» Interest on Savings Bank Deposits............sssccesssscsecscsoeseotearce respapreseen > 418 15 ae 
», Depreciation on Plant, Fittings, Fixtures, Utensils, &c.,at Stores, Head >: 
Office and Branches, and in Ceylon; also Provision for Depreciation = 
of Leaseholds.........cece0 Bestirescaseas sceaseoteumed pacea caneubitaensentee aatetenearete 38963 3 10 
:, Directors’ Fees .......... mndece Saesastcolsscrect sie : 2 6200 - - 


» Fees to Trustees for Debenture Holders ...........ssececeeene teusanekeccs¥saventees 630)" = 
1 Balance carried to Balance Sheet, being Profit for the above period... 162726 5 9 
> 


—— 


£858813 5 10 


blo: 


; 4 Vv ITED, 


at 20th March, 1909. 


Assets. ri i 


YEA on. .paessverveeseracaveccenscensnesennecnenonce 12111 3 5 £1846406 9 5 


Less written off for Depreciation and ; = 

Lease Redemption during year...... 4354 12 11 £1842051 16 6 ee? 

Plant, Machinery, Fixtures, Fittings, Uten- ; 

sils, Carts, Horses, &c. 4 : = 

Amount per Balance -Sheet-at 14 ; 3 

March, 1908 ....... BES coticetgiteaeende «a. 909647 ..5 - 

Additions during year at Branch 170166 13 3° 

a Do. at Stores, Factories, &c, 6152414 11 541888138 2_ 


Less written off for Depreciation : 
(REEVE VOR xsi Se nani naias vents seeeae nase 84608 10 11 506730 2 8 


th 


is sh 


ae er Se ee ee 
: ‘ . Pie od a 


_ Stocks-in-Trade ..........0+0:0+ a ay ee i 1290628 6 10 
ERAS LETSEOINS fe-cae correc: Stereo oes acc swest = 256147 14 - 
Insurances unexpired and other items paid ; 
in advance, including £80000 of advertis- 
ing outlay carried forward ............-00sce00s 80155 14 8 
Tavestments at Cost and Interest &c., accru- : : 
- ed thereon (Market Value, £101587 8 10) - 104277 10 9 ~ 
Cash at Bank and on hand ...............0seeeeeee 69675 4 5 


1 


\ 


ca Ee 
pre 
a 
ee 
ee —_ 

; £4149666 9 5 
15th March, 1908, to 20th March, 1909 inclusive. Cr. 
By Profit on Trading at Stores and Branches (after deducting Wages and = ea 

Working #xpenses) and Profits from Estates in Ceylon ..........s-+00 £35 ie aq 
WYSE MANGE CIE COSA 10a s scrcagscadiimesshereiqests toes ora Neetarecees eu ; 
1, Interest, .&c., on Investments......s.s-+er-e0 ENE SN ete R ay i ctekens i2ceseae3 - 
ee ee 
SS 
= : : £358813 6 10 
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and Loose Plant, Tools, Qffice Furniture, &c. ........ 
Uholola}inl ed Wh Binet eco menu coor Sraoencer coooctcn teeters 


Loss:on Trading Account sts. dene chan cas baat ee | 
‘Repairs, Wear and Tear, including Depreciation of "Fixed 


258 15 


Liabilities and Capital. 


Unclaimed Dividends ne ee OR OUI OS 
Amount-due to Batikersia.cesciec ceae cs sete ete ence ee eeeees 
REGISTERED CAPITAL :— 


100000 Ordinary Shares of 10s. each ........2.+00 50000 
125000 : £75000 
os Sea : == 
2 SUBSCRIBED and PAID-UP-€APITAL:— 
— 25000 6% Cumulative Preference Shares of ; 
r £lveach;, fully paid. tes sc cee eeeee 25000 = -—.- 


99875 Ord. Shares of 10s. each fully paid .. 49937 10 - 


124875 


es 


CREDITORS, less Discounts. ......... see sececceecee| 


25000 6% Cumulative Preference Shares 01 £1 each 950001 


—_—_ 


87997 4 1 
—= 


? 
we 


3573.19 7 


74937 10 - 
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MITED. 


COMPANY, LI 


~ Months ended 31st August, 1909. Cr. ; 3 
- Rents Receivable ......... ae eek eee arene « .| £38 6 11 3 
Meeragister Pees ssc osc lke eee. sotisih Acents 6:55:0.- en 


Net Loss for 12 months on the Cycle Business £3914 17 6 
as Engineering Business 1723.17 7| 563815 1- 


ale dic 


2)’ 5668. ae 
— : 
- 31st August, 1909. e 
~ Assets £ i 
“ 3 e So. dere 
asin Nantes. <1. Sons ste. sisiaiw tafe ont pecemign fe see 3816 - 
é sundry Debtors less Reserve 2... 0 c¢0icncccessoceceenst ce 12338 - 1 a 
_ Stock-in-Trade, certified by Messrs. Gilbert & Gevkss sewsss 17093 7 4 Z 
_ Office Furniture, Fire Brigade Outfit, etc. :— ; 
ee At Dict Aupust, 1908. 2.520... 2k inne 640 11 1 ; : 
+ Add Expenditure in the 12 months ...... oe 417 4 3 - 
— ieee poate Shes Seca 
- 645 8 5 mae 
5. Less Repairs and Depreciation for 12 months Bile 6 33b 608s eae? c 
Lease of London Depét, including Fixtures, Fittings, &c. | 706 2 7 : 
_ Loose Plant and Tools:—At 31st August, 1908 4494 15 2 : 
: Add Expenditure in the 12 months ........ 2076 17 10 
% 6501 135--) = = 
“ Less Repairs and Depreciation for 12 months 1916 17 6| 458415 6, - 
_ Fixed Plant & Machinery :—At 31st Aug., 1908 14406 1 1 5 
; Add Expenditure in the 12 months ........ 1148 19 4 = 
: 1e5k6. hs Er 
s Less Repairs and Depreciation for12 months 1298 11 7| 14256 8 10 ~ 3 
_ Freehold Land & Buildings :—At 31st Aug.,1908 21725 17 4 
3 Add Expenditure in the 12 months ........ 316 10 1 
2 "99042 7 5 


Less Repairs written off ........%......... 147 1 ‘1| 21896 6 4°— 


Patterns and Drawings:—At 31st August, 1908 919 19 1 


Add Expenditure in the 12 months ........ 612 14 4 
| 1582 14 2 
Pies EPLOGIALION: deere vie oise's uve ess veeee 174 3 2 135811 - 


Initial Administration Charges in Opening up Engineering 
BUSINESS Te oa 2 Stet tag aleyece iar of eralot aietelal ae eh eloysi ftetala arelv's ciccoyers 311 18 4 
Goodwill and Patents Account :—As at 3ist August, 1908 ..| 10000 - - 
PROFIT & LOSS ACCOUNT :— 
Loss for the 12 months ended 31st Aug., 1909 5638 15 1 
Less Balance from previous Account...... 82713 4| 4811 1 9 
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J. LYONS 
f Balance Sheet : 


——— 


Capital & Liabilities. : “ 
CAPITAL Authorised— Fak Pes PRIN ioe he voa(slye — be 3 
490000 Ordinary Shares of £1 each .......244++++. , 400000 - - 
500000 £5 % Cumulative Preference Shares of 
£1 CACH....scccescecsnesovene dedccessovenasccssuancesecoseses 500000 - - 
+ x , i oa ti Sa 
F £900000 - - 
a ' CAPITAL Issued— ‘ 
_ 831000 Ordinary Shares-of £1 each, fully paid ; 331000. 
500000 £5% Cumulative Preference Shares of E , 
es £1 each, fully paid .......... MOS Seen : 500000 
LIABILITIES— pe ; 
First Mortgage Debenture Stock at £4% ~...... 800000 - - ; 
Accrued Interest on ditto, less tax.. ie 2850 - - 3 
= £43% Debenture Stock ..........++.+ Er = 125000 - - 
: Accrued Interest on ditto, less tax...........:0. < 4 1335 18 9 i 
Trade & Other Creditors, & Credit Balances... 187365 - 4 
Dividends Unclaimed................. saeaavtccadestecass : 529 18 4 567080 17 
RESERVE ccnsnerscssmacteeresns tens Sine cneanesineteerots : * 480000 
== _ PROFIT & LOSS ACCOUNT— a 
3 Balance as per last ACCOUNL........+1ssseeeeeeserere 121267 13 8 
Less Final Dividend on Ordinary Shares for 
half-year ending March ist, 1908, at the 
rate of £40% per aANNUM...............cceeeeerene 66200 - - 
Transferred to RESELVE .......5.-e-+seeerseeees eke 40000 - - 
Proportion of Preference Share Dividend to 
Bist March, 1908 .........0698 Saeed asecemceupea iceos 8333 6 8. 114588 6 8  , 
' 6734 7 - 
Balance from Accounts for the year -ending 
Sst March, 1909 ~.c........ccs-cesee rakaceicecennaees 202773 14 8 
c =F 209508 1 8 
Less Preference Dividend from date of last \ 
Balance Sheet to 30th November, 1908... 16666 13 4 
Interim Dividend on Ordinary Shares already : 
paid for half-year ending 380th September, 
1908, at the rate of £25% per annum............ 41875 - - 6804113 4 151466 
a a 
4 . —— é : £2029547 
Dra ' Profit & Loss Account 


To Salaries, Wages, Rents, Rates, Repairs, Maintenance, Horsekeep and : 
GOtHEL EXPOSES |... reecacacmevueadiywsSuctetastnrasasmeanatly scan senteastaretace tee 681454 41 
fpabialance carried sdOwil ~-;...05cecssonasenacsesavseessssseneptaccencunsoreniarsya weeieerees 287851 Li 


To DepreciatiOMissrscniesssccneiUecrsnscseacseseseodseaned Raeanrsseeneeaedeacs cree 
1, Debenture Stock Interest ........... 
», Balance carried to Balance Sheet 


) eee ee, 
COMPANY, Limited. 
Ist March, 1909, E 


sie Property and Assets, 


Freehold Land and Buildings and Leasehold Premises, Fix- ; 
tures, &c., as last year (after depreciation) and subsequent : 
outlay, including expenditure on uncompleted work ......... 1125880 14 2 v 

E Less Estimated Depreciation for the eae eee eccuc 22010 - 6 110837@138 3 


at & s. d, 


Outlay for sundry installation expenses Be 9245 16 4 
Less written off .. : 4261 - 4 4984 16 


89189 10 
247946 10 


54754 1 
42778 14 11 


lant, Machinery, Fittings, Ovens, &c., as last year (after 


__ depreciation) and subsequent outlay............ i aeanstet taxatcha fe 299222 17 9 ; 2 
ie Less Estimated Depreciation for he peat 45442 16 9 958780 1 - 
"Sundry Investments and Secured Loans and Interest Tinian * 
accrued after providing an Estimated Depreciation eeeusenss 202918 17 - oe 
Cash at Bankers on Current and Deposit Account, and in o Tay 
SU (is Saceaa acces Cases caeectore epee * Erne b eben bene ee oe 79824 1 9 2 
= : . ~ 
: | F ae, hs 
Ly 2 
J ; =a 
= 
4 ‘ 
= % 
2 Bs 
4 eA 
7 #2029547 6 9 
“a es — 
_the year ending 31st March, 1909. Gr, a 
S ” a 
4 ; Bae 8. d. BS 
By Gross Profit on Trading, &c., after deducting special Exhibition 2 
: Expenses, to 81st March, 1909...........scccesesashevsessece SNentnamnetente ow» 962734 § - Re 
Peritorest atid Erancfer Fees; GC.. 0t..cesesssavesvcvennstessccevadecvcccce vee 6571 8B 10 oe 
: £969305 16 10 


a 


By Balance being Profit for the year ending 81st March, 1909 tetevceercseeseses 287961 11 


——.. 


£287851 11 11 
= sigs! 11 AL 


WILLIAM WHITELEY, 


» Dr. Profit & Loss Account, | 


£--s>-d: £ sid 
To Diepeee sets — : 


: m Machinery, Plant, &C. ...cccccssccssseeesceesees OP | Vel pa ctaet a : 
Bat . » Horse Renewals Account ... . 1349 15 6 a 
ores, ' 3) Wueasehold’ Buildings: ......1its-.sec.scscosreresnsesenaus 1771 4 -| 1020519 6 


», Directors’ and Auditors’ Fees and Trustees’ Remuneration ... | Be i 10° - 
= io. Lncome- Tax Account ses seretceasedt cacnsteoaen aeesv rs ovuasenoenoametads exauasaees -— 
», Balance carried to Balance Sheet ........ ico caccenat caters aoe tase 93079. 15 10 7 


2|107953 5 4 


Balance Sheet 


Liabilities. ; £~ 8.4: £ sd 


SHARE CAPITAL :— : 
Z 43% Cumulative Preference Shares 450000 - - 
= Ordinary Shares. ....... ie - 450000 - - 
E Management Shares . = 100 - - 900100 - - 
4 per cent. First Mortgage Irredeemable Deben- : 
PET tUre ce StOCK Sv occsacassecsnctctneees eit atone 900000 - - 
2 Interest accrued on Debenture Stock se igcewnsccctecess : 16620 - - 
oe Deposits and Current Account (Banking Dept.)... ‘407642 - 3 
Trade and other OfeditOrs s........cecsccesececcceesecectee 85428 12 6 
Accrued Charges and Sundry Credit Balances ....,, 14090 14 5 99519 6 11 
Reserve vACCOUNE- acs. ctavescsnuscs cntecusenctes a cuotestacep eres 90000 - - | 
Special Reserve in Sespecn; of Hanworth properties 40000 - - 
PROFIT & LOSS A/C.: 
Balance from 14th February, L909 sn vatamtesceacas 15477 9 4 
Balance for year, aS ADOVE ...ecccsesceesecessscesseesees 93579 15 10 
; 109057 5 2 
Less— 5 : 
Int. on Deb. Stock fot the year... 236000 - - 
Dividend on Pref. Shares for first 
SIN MNOS yo svtwcsdan sevkecss euewaeteeds 10125 - - 
iz Amount carried to Reserve A/c. ... 10000 - - 
Amount added to Reserve against 
Depreciation of Investments...... 598 8 3 56723 8 $8 52333 16 11 


or 


£2206215 4 1 
Sa 


kes etal 


LIMITED. 


Year to 14th February, 1910. . Gr. 


—_ 


By Profit on Trading Account after making provisio 
: and Doubtful Debts ............. ee ee en te 93584 10 10 
as Rents Receivable Account ...... Rares 5362 14 11 
é4 » Dividends on Investments .... 5388 18 7 
aap bmteteat ean. ee eee -8019 6 - 
SMES RI OE ECCT Ns nfets, Ce cca nC SE ee 648 - » 
#/107958 5 4 


14th February, 1910. 3 


Assets. t eT yea: 


: 2 s.d. 
Freehold Land and Buildings .............-.:s0scesescsese 958569 re 7 
Leasehold _ Buildings, Goodwill, &c., Amount at 
Bren GLINCRGDENALY, LOO «vcecescissssoccesescnyeerccerceccses 279246 13 7 


- Less Depreciation of Leasehold Bldgs. for the year 1771 4 - 277475 9 7 


; Plant, Machinery, Fixtures, Fittings, &c., (including 
Glass Houses at Hillingdon Nurseries, and 
Growing Fruit Trees at Hanworth Farm) as per 


PSE MOAIAUCE « SHEOCE™ scadiserz ee ve setutins ourblen ccechn deae0es 171017 17 4 
PCNA EIS CUERIS SV COL: er ahaa. deescvaais sesenpaavgniseeavestsener 3477 14 11 
: 174495 12 3 
Deduct Depreciation applicable to this 
account for the year. ....-...2...ccs00s.. £7085 - - 
e- Working Plant transferred ...... moe ees 1845 - - 8930 - - 165565 12 3 
_ Working Plant and Utensils Account ......:ccscse- 33668 11 7 
2 Horses, Harness, Motor Vans and Vehicles, as per 
i Inventories and Managers’ Valuations ............ 24605 - 6 
Be Advances on Mortgage’ ........cccsssscssescecsessnenseseesscters O3203 ame 
= Stock-in-Trade, at cost or under, as certified by 
= DA ONS LOE Rn a sendceb eg stede rea et nas chiasaseucben veverssessaat~ 243649 19 6 
_ Book Debts and Sundry Debit Batances, including 
fc Debts on Deferred Payments, less reserve for 
=e. Discounts. and Doubtful Debts. <.......cics.sssesce00 247119 1 11 
Investments. at cost or under, viz. :— 2 
Colonial and Foreign Government and Corpora- 
_ RIOT SUG S narra. tno5 cence, coaride ieecandtncuskaetensstokos 40335° 3 - 


Foreign Railway Debentures and Stocks 40265 16 3 


Débenwre Stocks and Shares of Investment, 
Electric Light, and Industrial Companies ...... 53066 15 10 


: 133667 15 1 
Deduct Amount in reserve against Depreciation... 8500 - - 12516715 1 


© Cash at Bankers and@in hand csccscssssscrsssssipsesseenes 97171 2 1 


#2206215 4 1 
aE 


ee ere. ae a ~~, ee 


ri WILLIAM WHITELEY, LIMITED. 


: Directors. 
WILLIAM WHITELEY, Chairman. JOHN LAWRIE, General Manager. 
CHARLES T. BAZELL. HENRY MASON. - 
COURTAULD THOMSON. FRANK E. WHITELEY. 
Secretary and Offices— 
. G. DANN, 39 Westbourne Grove, W. 


FE F 
REPORT of the DIRECTORS & STATEMENT of ACCOUNTS 
To be submitted to the Twelfth Ordinary General Meeting of 
the Members to be held ‘at 147 Queen’s Road, London, W., 
on Thursday, the 7th day of April, 1910, at 12 o’clock noon. 
The Directors herewith submit their Report and the Accounts __ 
fer the year ended 14th February, 1910. ~ 
It will be seen from the Profit and Loss Account that- th : 
Profit on Trading Account amounts to £93534 10s. 10d. To 
this sum must be added the receipts from Rents Receivable, 
Dividends on Investments, Interest and Transfer Fees, bring- 
ing up the total to the credit of Profit and Loss Account to 
£107953 5s. 4d. Against this are charged Depreciation for the 
year, Directors’ and Auditors’ Fees and Trustees’ Remuneration 
and Income Tax, leaving a balance of profit of .. £93579 15 10. 
To this figure must be added the balance from : 4 
the previdus Vearo ss. sob na cs caea ee een 15477 9 4 


Making the total balance of Profit....£109057 5 2 ¥ 


The Interest on the Debenture Stock for the year requires 
£36000, and the Dividend on the 44 per cent. Preference 
Shares for the first half-year absorbs £10125. ; 

The Directors have placed a further sum of £10000 to the 
Reserve Account, bringing up the amount to £90000.- ‘They = 
have also added. a sum of £598 8s. 3d. to the Reserve against 
Depreciation of Investments, making up the amount to £8500. 

After dedugting the above amounts there remains a balance o 
£52333 16s. 1ld., which the Directors recommend should be 
appropriated as follows :— = > 

To pay the Dividend of 4} per cent. per annum 

on the Preference Shares for the second half- 3 
YORE ait atase ie + wae el iovivas ore ere see om ee £10125 - = 

To pay a Dividend, at the rate of 5} per cent. | 

per annum, on the Ordinary Shares for the 


VY OADI ooo: Siairs ai ocghona cupse's Suara sl ces ape a ee 24750 -— = 


£52333 16 11 


The retiring Directors are Mr. William Whiteley and Mr. 
Heny Mason, who, being eligible, offer themselves for re- 
election. S : 


The Auditors, Messrs. Torquand, Youngs & Co., ‘alas offer. 
themselves for re-election. 3 


PON imi Ree tele Rei 


es 


tS 


> 


39 Westbourne Grove, WILLL HY 
London, W., C. T. BAZBLLL TELEY,} Directors. 
22nd March, 1910, “F. G. DANN, Secretary. 
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SHARE CAPITAL, Authorised— 
25000 7% Preference Shares of £10 each ......... hes 
37500 Ordinary Shares of £10 each .............. pexvaes 


E Issued— 
Hy 25000 7% Preference Shares of £10 each ........... ; 
? : 30780 Ordinary Shares of £10 each ....c.ccceseeceee “ 


55780 Shares 
— 


DEBENTURES AND ete eee 
5 4% Perpetual Debenture Stock . 


5% Debentures: Gia Desnicercatnre 
: 5% Debentures (1896) of the Savoy Hotel, 
Ss and. the Londen and Foreign Hotel Syndicate, 
2 Lacan encasscovanede thadzen nencnscnesctatyeaceseamanene seaceumes ta 
5% (Strand) Debenture Stock ..... 


ortgage on East Block, Strand . 
Mortgage on West Block, Strand 
Mortgage on Grand Hotel, Reme ... 

Less amount repaid .........s.se0000 


54% Redeemable Debentures ......... 
Less Debentures purchased and . 
Canceled \, cwssvsssestsiereaat sees 28400 - - 


6% Redeemable Debentures, amount received on 
account of allotment of £60000 .........c eee eeeeeeeee 


Notr.—The Trustees had £40 12s. 2d. in hand at 
3lst Dec., 1909, for further purchases of 54% 
Debentures. 


RESERVES AND MORTGAGE AND LOAN 

REDEMPTION FUNDS— 
Geéneral="Reserves x. .sccssavesessncvecaasdan cov oavedeenecotenan 
Add Transfer from Profit and Loss, 1900 ...... 


Mortgage and Loan Redemption Funds (Grand 


Hotel, ic Rome)=<iscice Gosaestseeceecce aches aan 
Redemption Fund for 58% Redeemable Deben- 
CUT OS ox veoaaenerce Sansa pasveuvansnampecstustabesn Naveessseres 


CREDITORS & LOANS—intluding accrued Int.... 


PROFIT & LOSS ACCOUNT—Undivided Profit to 
3lst December, 1908 
Balance, 1909 


Deduct Interim Dividends paid ........... ee 


62500 Shares aos % 
_————_3 Z 


THE 


Balanse Sheet, 


121600 - - 


25407 14. - 1771657 8 § 


é 


42500 - - 
15000 - - 


“57500 - - 


24018 2 3” 
2844012 2 109958 14 5 


7839 5 5 

32915 2 9 

40754 8 2 

16445 - - 24309 8 2 
£2587388 6 6 


SAVOY — 


123663 - 5 


HOTEL, LIMITED. : aa 


i 
31st December, 1909, > ae 
Nin LoS Sine bagies soe ae Sa 

; 8» <s.'e. i Ge vs 
_ SAVOY HOTEL.—Cost of Freehold Land, Build- te = 
ings, Furniture and Fittings, Electric Light = 
“ Installation, Linen, China, Glass, Redemption of 9 
= nd Tax, etc., Freehold of Strand Properties, 4 
Leasehold Interests, Licenses and Expenditure 
on Buildings, Plant, achinery, etc., as per 
Accounts at 31st Dec., 1906 0... 1859450 10 7 : a 

3 Add Expenditure in 1907 Ti: (ual 31. ae eae 8 - 2780611 9 

aa ; _ 1887257 2-4 # 

: Less written off out of Reserves, etc., in 1907 & 1908 . 59606 16 9 : 

. As per Accounts to 31st Dec., 1908 ...... Baer eer 1827650 5 7 ried - 

* Add Expendituré to 31st Dec.,_ 1909, on Annexe, * 

Restaurant Balcony, Ladies’ one * Writing ar 

a Room, Formatien of New Suites, New Well, ‘ fs 

oe BUERibice, SaGsin ye Meee ieee ct yo) EO 20234 17 & 

oe : 

: 1847885 3 - 

= Deduct Final Dividend on Realisation 

ae of Investment in Worcester Building 

S Py este cee cs oects seas. . B799. G 8 

~ Less Commission, Discount and 

" Expenses on issue of 6% Redeem- . 

: M@ble-Debentur€s.c.cccccclosccceecesocese. D413 6 

| ; 6844 15 9 2 = 

2 Sale of Land, Savoy Buildings ...... 3000 - - = 

a Depreciation of Machinery ............ 2500 - - 


12344 15 9 


3 : 1835540 7 3 
¢ GRAND HOTEL, ROME (Freehold), Cost of ; 
Undertaking and Assets of the London and 

Foreign Hotel, Syndicate, Limited 
Add Expenditure since acquisition 


tia” Uneras S A Anh " a M 


CLARIDGE’S HOTEL (Leasehold; Lease expires 
~ 1989.) —Cost of Share Capital cf New Claridge’s 
Hotel, Linited 


(There are mortgage charges on this Property for £212218 
q 15s. 4d., of which £187218 15s. 4d. is guaranteed by the 
£ Savoy Hotel, Ltd. A Sinking Fund is in operation to 
redeem £187218 15s. 4d. in 1936. Since the Shares were 
acquired further Capital Expenditure amounting to 
£12821 65s. 7d. has been made). 


BERKELEY HOTEL (Leasehold; Lease expires 
_  1959.)—Cost of £70000 Preference and £60000 
Ordinary Share Capital of Berkeley Hotel Co., 
Limited che 100000 - ~ 
(There ate mortgage charges on this property guaranteed 
by the Savoy Hotel, Limited for £88949 14s. 0d., originally 
#100000 and for £22275, originally £30250. Sinking Funds 
are in operation to redeem the Balance of the £100000 in S 
1940, and £30250 in 1926. Since the Shares were acquired 


further Capital Expenditure on account of Extensions 
amounting to £68681 8s. 7d. has been made). 


Stocks and Debtor Balances after “providing for 
Doubtful Debts 


3 
S 
Mate | 


Hit) 


¥ 


Bia ti ar UA ad 


¥. 


Be A te ee aT 
Fb SL i idbbeeh | uaxheeae as tot 


110205 4 9 
Temporary Investment at Cost 9103 18 6 
Cash at Bankers, in hand with Trustees 79284 9 5 


3 . 


£2587388 6 6 
SS 
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Call 


Liabilities. 


£ sd f= Bis 
CAPITAL AUTHORISED :— 

6000000 53% Cumulative Preference Shares ........-:..006 sve. 6000000 - - 
6000000 69 Non-Cumulative Preferred Ordinary Shares. ... 6000000 - - 

. 8000000 ‘‘ A ’’ Deferred Ord. Shares (10% Non-Cumulative) 3000000 - - 5 
3000000 ‘‘B’’ Deferred Ordinary Shares ......cccccccscsereeeeeeee. BOOOO0D - - 
£18000000 - - 
EE eS 


CAPITAL ISSUED :— 


~ 4959249 54% Cumulative Preference Shares .........00 aearaseas) 
~ 5260469 69% Non-Cumulative Preferred Ordinary Shares ... 
2638218 ‘‘A’’ Deferred Ord. Shares (10% Non-Cumulative) 
2638218 ‘‘B'’ Deferred Ordinary Shares .......cc.c.e000- 


Accrued Interest on Debenture Stock 
Creditors and Credit Balances........... 
Bills Payable and Drafts in transit,. 
Provision for Pensions, &e. 
General Reserve Account ...cccscecccse0ccecseiseseseeseecsss Roneaecreren 5 


PROFIT & LOSS ACCOUNT :— 


Net Trading Profit and Transfer Fees .............. Ri euparcenbantes 
Less: 


Interest, Management Remuneration, &c. 231356 5 7 
a 


sheeee rere 


Bonuses to that date .. 


teeeeee OOO eee e eee eeeeneeneeveseetearseeeseseeees 


Deduct : Interim Dividends paid : 


On a Cumulative Pref, Shares ............ 136379 7 - 
On 6% Non-Cumulative Preferred Ordin- 
AP y: Shares Man cestersceatatens esicerscco ee 157814 1 5 


Ordinary Shares .......scssesssssseseesererees 131910 18 - 496104 6 5 1206299 4 


2193541 9 


681356 5 


1512185 4 | 


120218 7 


£1632403 11 


__ 


4959249 - 
5260469 - 
2638218 - 
_ 2638218 - 


£15496154 . - 


2065011 - 


103250 - 

29095 6 8 
876478 16 = 
60010 15 ; 


515362 9 3 
1750000 - = 


J 


to 
eee ne eae ee veneers anes 
4 <9 - 


_ (of Great Britain and Ireland) LIMITED. 


_ 81st October, 1909. 


Assets. 
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: =e wes 


£ s. d. 
1963922 15 4 
9445704 16 1 x 
ae eae. 1587378 11 11 3 
Payments on account of Leaf in transit, unexpired Insurances, &c. + 102800 6 1 ie 
Bills Receivable ........... apc Rev OCae es cas Poet een Senses Bateaeccarstreus Hews wdsuevosbammabecchs 241219 7 e a 
Investments in Government, County Council and Corporation Stocks and ar 
“a Debentures, Railway Debenture and Preference Stocks, valued at fg 
__ published prices at date .......... Recene en poesteraneee cies eaves scticut Coeateneapeses .. 2499664 8 7 = 
_ Corporation Loans not officially quoted, and Deposits for short period: S is 
Saat Maca aS ESCM Beto Saas Ta SA a9. 0c o ava ske 20TRGas dae bvskseososessoveseve 399881 - - 3 
F Cash at Bankers on Deposit and Current Account, and in hand ......... Sancay a ONO Uae Pe 
; ' - ‘ 
£ ‘ 
= - 4 
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* GROWN 


(FORMERLY CROWN DEEP, LIMITEI 
Balance Shee’ 


. 
‘ : Liabilities. Ee i 
CAPITAL ACCOUNT—Authorised : We ig 
: Under resolutions of Special General Meeting held on 21st April, 1909 Le 
ny 2000000 shares of 10s. each ...,....... atsangMicosedncshteaecetenNaxscegttesesent 1000000 - 
+ : Less— 3 
119788 shares of 10s. each in reserve ..icc.cccseceees fMiroth mayiaayenss 59894 - 


Issu’d1880212 shares of 10s. each. 
Made up as follows :— 
As per Balance Sheet Ist July, 1909, attached to 
Amalgamation Accounts— 
1863012 shares of 10s. each 
Further issue to cover cost acquiring certain pro- 
erty and assets from the Paarl Ophir Gold 
ining and Milling Company, Limited, under 
Board Minute dated 18th September, 1909— 


£931506 


17200. shares Of 105. each <.200.0..tereesessecsegeensiecsie-esnaees 8600 
1880212 —shares of? 10s.,-CACH: asc scc-cascosescctceonescteueste sseeveee £940106 


Funds transferred from Appropriation Account— 


For expenditure on property, development and equipment for the six 
months ending 3lst. December, 1909, provided out of profits .. 


¥ 
i! 


132052 10 


Gold Reserve’ A ccounbircausaryoastuscsscserenttaettecstnvises ote chests eas a eee 
Sundry Creditors— 


: On account of unpaid and unclaimed dividends, wages, “stores, 
Government Tax on profits, etc. .....sceccsscseeseeeene Perreetes tevececwasens ee 

5 Balance of Appropriation Account— 
; Unapproptiated % 2.7.4). sapasssatensesnsascucasea site sivsoter leconmeebeeectetee axes tener 


NOTES 1.—There are further liabilities on account 
scribed for in other Companies as under, viz. :— 
Co-operative Exchange Yard, Ltd.— 


£64 per share. uncalled on 209 shares ..............006 sceonevbshee pas £13376 
Witwatersrand Native Labour Association, Ltd. ; 
8s. per share uncalled on 2200 shares ..........ccccccseeeeees 880 - 
lds. per share uncalled on 10240 shares ......... mencresc .. 7168 8048 
: Witwatersrand Co-operative Smelting Works, Ltd.— 
12s. per share uncalled on 4270 shares ..... Beatacanepdetmndertey ka eee OG 
£23986 


$ 


I.—There are also contracts open for the supply of additional 


equipment, etc., and an undetermined liability to the 
French Government in tespect of fiscal taxes. 


1072158 10 | 
28767 1 


797884 17 | 
7. 
401245 7% = 


t 


wn” 


said 
UT 


a 


-* 


* 


a 
+ 
<. 
Fs 
‘ 
Hs! 
. 


ee 


bie Mites 


. of 2. 


2 


Fe eT OY eee 


LIMITED. 
INCORPORATED IN ae TRANSVAAL. 
Bist December, 1909. 


Assets. Eo sid 
Pregery, Development and Equipment— 
As per eS Sheet and Amalgamation Account Ist July, 1909 . 931506 - -— 
Ex amted during the six months ending 8lst December, eos 
EMOIGOIMEHES monse snk ga cdscee ence aces wssscpoasscenss £24437 8 
EGGIPMENt) oor-sccsseres ene apateteedeadacupuousanasenet FOOL EDLIG 5 £13050 47 
Pro Hid and Assets acquired from ie Paarl Ophir Gold ‘ 
ning and Milling Co., Ltd. .......... = Renocad teens pecans 10102 5 11) “14065210 6 
1072158 10 6 
Shares in | other ‘Companies at cost— 4 5 
oo gatas Exchange Yard, Ltd.— : 
£80 shares, £16 per share PAID sscn-. Sereseed reper: 3344 - - 
eee Mutual Assurance Co., Ltd.— 
RPI) tides LUN AIA ooo... n.,c-0ce.coacarsinesecenesetnn’ ~ 9400 - - 
Witwatersrand Native Labour Association, Ltd.— 
2200 £1 shares, 12s. per share ee mee £1320 - - 
10240 £1 shares, 6s. per share paid ......... 3072 - ison 
‘Witwatersrand Co-operative Smelting Works, Ltd.— aX 
4270 £1 shares, 8s. per share paid ..s.......cccccssseeseeeees 1708 -. - 
P 18844 + - 
Stores and Materials— 
In Stock ....... Bae 81503 13 7 
In Transit 2675 - 6 
84178 14 1 
Live Stock and Vehicles, &c. .... 4767 1 11 
NNN IABTEWIR Eo wn eednposcrnvteness=-8 8256 8 9 
Bearer Share WWeEEPERVES age ra: -eecasdnvngsbcannestens 2892 18 2 100095 2 11 
Deposits fixed and on Call, bearing Interest red sz. 
Cash at Bankers and in hand seers cree WV © 7 
Gold Consignment Account ......eccsssssereeeeeees 105185 7 7 876709 16 9 
Investments— ¥ 
£40000 Transvaal Govmt. 3 per cent. stock 38556 3 At 
£20000 Cape Government 4 per cent. stock 20000 - 
#128071 3s. 2d. British 24 per cent. Consols 102456 18 - 
£30550 13s. 8d. Johannesburg Municipal 4 
Cee SHOCK coor ntcesccancsas. Gipssestesetesee 97495 12 - 
£1450 Rand Mines, Ltd., 5 per cent. debs. 152210 - 
£3200 Mexico Electric Tramways Co., Ltd. : 
Sper cent. debentures <...ci..v..6.deceecenee 2880 - - 192911 3 11 
Sundry Debtors and Payments in Advance yyyrserssecreeeees 39287 111) 1227847 5 6 
: £) 2300005 16. - 
ink eee a a a et a) 
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Liabilities. 


CAPITAL— _ 
Issued Capital as per Balance Sheet at 30/9/09 .......... Sanleinvespes’ (hte <i 
Less Reduction passed at Special Gen. Meetg. held 22nd July, 1909 |37017! 
meg 370170 
Increase of Capital passed at above Meeting .......cccsscceesesesseree 579830 
Atithoriseds Capitaliac.-c.-sah«nstdacuessaupractacssresstvencsee sb aceaetsawsnmene 
Deduct Shares Sader option at 30s. per Share to 26th Sept., 1912, 
but hetivet created’... ccc sonreccesasdeseveneses tieeeeeetesenserseeseeeess foge 
Registered Capital .........:::ssersssesereees esdere 


Deduct Shares in Reserve .... 


ISSUED CAPITAL—667889 Shares of £1 each 
Share Premium 


Stind Fy Cre ditaes ticacodsso tree cascsswav sees soeton oivas tacsteer estan top ete 
Capital Suspense A/c. aa .. £370170 
Less written off as opp ate sueaddnseeeavassotcdeesseanidnesraiOlULEG 


Contingent Liabilities— 
. Witwatersrand Native Labour Association, Ltd., 70 
Shares at 8s. per Share, £28; Machinery and 


Plant on order, &c., £22580 18s. .............sesscesseee 22608 13. - 
Summary of Amts. written off against reduction of Capital— 

Property Son. c.hoksecrnhek ne ore cease eee 180484 3 11 3 
Mine’, Buildings: ac.v-cscent se See ee 3969 10 11 : 

Machinery “and Plant + .ers.s- a eee ee 17328 - 11 
Developments. ccc asettne teecitad eoaetea see eee 64306 5 3 ; 
Furniture and. Fittings "987 14 8 s 
TréevBlanting,. os a es es 719 17 1 ;: 
Loss on Stores, Live Stock and Vehicles .......6.000000 457 14 7 . 
General? “Expenditure tact: tee. ae hee ee ee 89255 17 2 = 
Ming + Expenditure= tects ok ee eee 63410 15 6 | ~ 2 
£370170 - - ( 

———= 


ap CMP AE NS Seg fee icon ee 
ery 


ee a 


£ jio96o1_6 6 


o> 


A 


— 


~ REPORT 
To the Shareholders of the Randfontein Deep, Limited. We ane that) 
Company in Johannesburg, for the period ended 31st December, 1909, and have 
our opinion such Balance Sheet is properly drawn up so as toexhibita true and 
information and the explanations given to us, and as shown by the Books of the — 


: 
Johannesburg, 26th March, 1910, : : * 
For JOHANNESBURG CONSOLIDATED INVESTMENT CO., Ltd., Secs. — 
: FRANK HALL. 

é 7 


: _ Assets. “ £ s.d-} £ sd, 
piper netienegh anicss sasha nt teanacctt oa vabe'ag seacineaataccsteiec cea ...630484 3 11 
11111247 Claims, 6 Water-rights, Mynpacht No. 39) : 
, Less written off against reduction of Capital ...... 180484 3 11 /450000 .-- 
Mine Buildings ............... Sacweasecansusleastucwtctes cas savesesvensne COLO 10° U1 
‘ Less written off against reduction of Capital ...... 396910 11) 3950 - - 
_ Machinery and Plant. ...... Sia Fee 0 De hee eee iSrackoatts 23128 - 11 
. Less written off against reduction of Capital ...... 17328 -11)| 65800 - - 
: Furniture, Fittings, and Instruments ...... PAsexestsceseanve 472 14 8 
Less written off against reduction of Capital ...... 28714 8 235 - - 
Pre M OMANI GEORGE E osc Sus emer oe Seephases sree 64306 5 8 
Less written off against reduction of Capital ...... 64306 5 3 
Tree-Planting and Fencing ..c..cc:ceccccsscsescsecees Gila ee | 
ess written off against reduction of Capita CLOTS 
Loss on Stores, Live Stock and. Vehicles 457 14 7 
Less written of against reduction of Capita 457 14 7 
Expenditure to be allocated ....cccccsecssessessssesesseccseesscs re ee 7768 210 
Live Stock, Vehicles and Harness hee aes 
RR Oates not ct ote ss 13423 1 8 
Native Recruiting 136 13 4 
Sirare Investments ........... 20910 - 
Sundry Debtors and Paym 1200 6 9 
~ Reconstruction Charges ........ecccccessessesessee, 1249 2 6 
Guarantors Commission ........... wees (19989: Soe x 
__ Deposits and Interests accrued +++ 1265981 2 10 
Mureomoster Bank cand OM. FAN .y.2-<ccca)asessseaccadosp W¥seesesivlobicccccacecccnc 84870 19 5 
General Expenditure— 
- s per Balance Sheet at 30th September, 1908 ......... 34377 2 4 
Add Expenditure, 15 mths. from 1/10/08 to 31/12/09, 
es £10272 4s. 5d.; less Rents, Interest, &c., received 
from 1/10/68 to 31/12/09, £3643 9s. 7d. veces 6628 14 10 
= ———— 
me 41005 17 2 
. Less written off against reduction of Capital ...... 39255 17 2) 19750 - « 
= Mine Expenditure— 
. As per Balance Sheet at 30th September, 1908 ......... 62415 3 3 
2 _ Add Expenditure 15 mths. from 1/10/08 to 31/12/09 24235 7 1 
2 6650 10 4 
Less Prospecting transferred to Development A/c. 21589 7 8 
2 me 65061 2° 8 
* Less written off against reduction of Capital ...... 63410 15 6 | 1650 7 2 
: # |799601 6 6 
RAS Aas 


eee : 5S ge eae 857 
DEEP, LIMITED. 
at December, 1909. 


we have examined the above Balance Sheet with the Books and Vouchers of the 


‘obtained ail the information and explanations we have required as Auditors. 


Ip 


correct view of the state of the Company’s affairs, according to the best of our 


Company in Johannesburg and the pecorents from Lendon. 


Ww: DIAMOND, } Auditors. 


; HENRY HAINS, 


. MUNRO, i ie 
i: F. RUTHERFORD, } Directors. 


Incorporated Accountants, 
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Ss. d. 
Stock, 1st Jan, 


urchases -.-.13728 —- 
Less Returns 757 16 5/12970 4 1 


» Wages OI: 1646 13 10 
JarTiage ...... 1421 10 7 
3824 5 10 


2721 ti S| By Sales . 
Less’ Returns 


Se OCR Bee cale 


TuABTRA Aicvent of John Parson tor the year ended 31st Désenken 1910. Cr. 


$s. dit $ ~ si d. 
(20882 1 6 
742° 7 8]19589 18 10 


2994 14 7 


£/22584 8 5 
ee 


x £22584 8 5 
Saas 


PROFIT & LOSS AGSOUNT for the year ended 31st December, 1910," Cr. 


“ ae GML Sats. di £ si d. 
shabwl# cise! Stage: Spice ahs 5 erie «a 150 - - By Gross Profit 
area wie oe 50 =. =| 200 — = from Trading 

aA [Cig ee clas are 5 10 

GIR Sea EES Cs 127 4 6 As Deen 49 7 
ee ee Ee 87 ID 15 17 

Rane ee an 30-5 2 
ate Sin tie fe = 5 23 2 
Tavelling peices Rocca <5 156 14 2 
table & Renewals... ...:...- 248-2. 1 
table Expenses ............. Pi 92 4 
Fishes oreutaln s 346 2 3 
ORCA Oke aye 26 2 7% 
atlas we ace Se 463 11 10 
> WS a a 89-4 =|. = = 
Ronpeniancane ae s% 500 - - 
’ 589 4 — : 
Less Cr. Balance of Reserve ..| 150 ---| 439 4 - 
, Depreciation :— 
"Fixtures Fittings,5% ...... 1815 5 ae 
“Plant & Machinery, 10% °11.)| 3415 - : 
Morses & Carts, 15% 2.3.43... 53 10 8/157 - 8 
‘Interest on 1 Mecdaep tet 450 = 
(Tf 402 La a 913 15 5 
. £/3828 15 5 £/3828 15 5 


_ BALANGE SHEET of John Pearson on 31st Decemher, 1910. 


————— = z 
Liabitities. OT eae: i (ek ay as Assets. £ 8d] 2. sd 
Ty aay 1099 10 10|/Cash ip hand ....... 46 7 1 
122 2 2/|Bills Receivable.....; 929 1-1 
Sundry Debtors ..... 4 
50 -— -|| Less Res, for B.D...) 500. — -| 5271 4 1 
Stock on hand ...... 299414 7? 
Jan., 1910} 9000 - - Furniture & Fittings | 375 8 
Add Interest. . 450 2 = ‘Lene Depreciations % 1815 5| 35613 4 
Net Profit} 913 15 5 
a or Horses & Carts ...... 356 14 11 
~ 10363 15 5 LessDepreciation15%| 5310 3) 308 4 8 
ess Drawings| 950 —- -- 
2 - + 9413 15 5j|/Plant & Machinery ..| 847 10 -|, 
~~ LessDepreciation10%| 8415 -| 76215 - 
4 3 Amounts Prepaid— 
; Rates & Taxes ....| 14 8 7 
5 : Insurance ........ (Soe oS 9, 
= rs OPES Oe Sry peeps 
4 £10685 8 5 £10685 8 6& 
=) - —————— eee 
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-EXECUTORSHIP ACCOUNTS. 


In a work on general Book-keeping, sold at so low a 
figure as this textbook, it is impossible to devote more 
than one short chapter to Executorship A/es., but 
sufficient\guidance is given to enable the student to 
acquire a practical knowledge of the subject. To deal 


_ adequately with the Law is out of the question, when 


it is remembered that the classic treatise of Williams 
on “The Law of Executors and Administrators” is 
published in two large volumes at £4. A list of books 
on Executorship Law and Accounts will be sent by the | 
author to any correspondent on receipt of sixpence. 
PROPERTY signifies the exclusive right of possess- 


*. Ing, enjoying and disposing of a thing. The person 


to whom such right belongs is termed the owner. - 

Property may consist of (1) Real Estate, which includes 
land and buildings, whether of freehold or copyhold 
tenure, but not leaseholds, however long the term ; (2) 
Persona! Estate, which includes money in any form, 
goods and chattels, furniture, copyright, goodwill and 
leases. 

_ An EXECUTORSHIP ustally arises out of a Will, 
which may be made by any sane person over 21 years 
of age, and which is a legal declaration of a man’s or 
woman's intention as to the disposal of his or her pro- 


_ perty after death. A Will speaks from the date of 
death, and declares the testator’s intentions in respect 


of all property then belonging to him, so that any 
property acquired subsequent to the making of the 
Will, will be dealt with in accordance with the terms of 
the Will. Bequests made to persons who die during 
the life of the testator lapse. Persons receiving 
benefits under a Will are known as the beneficiaries, 
those taking real estate being devisees, and those 
taking personal estate being legatees. One whois 
entitled to the Income to an Estate during lifetime, or 
widowhood only, is called a life tenant; while the 
person entitled to the Estate on the death of the life 
tenant is known as the remainderman, or reversioner, 


The deceased, if 2 man, is known as the testator, if a 


woman, the testatrix. With rare exceptions no Will 
is valid unless it be in writing and signed atthe end by 
the testator, or by some other person in his presence 


and by his direction. Such signature must be attested ~ 


by two competent witnesses, both of whom must sign 
together in the presence of the testator. Soldiers on 
active service and Sailors at sea may make a Nuncupa- 
tive Will, which is a mere verbal declaration or oral 
pronouncement before witnesses. Wherever it is 
possible the witnesses to a Will should at least be 
intelligent and younger than the testator. It should 
be ‘remembered that neither witnesses nor their 
husbands or wives, can take any benefit under a Will. 
‘A Codicil is a supplement to a Will, made when the 


testator desires to add, explain, alter or retract any-° 
thing, and must be executed with the same formality 


asa Will. It is preferable to make a new Will rather 
than have several Codicils. When a person dies 
without having made a Will, he is called an Intestate, 
and the Law makes a Will for him, distributing his 
estate in accordance with the Statute’ of Distributions 
and the Intestates’ Estates Act. : 

A gift of Real Estate or property by Will is known 
as a devise; while a gift of Personal Estate is spoken 
of as a legacy or bequest. LEGACIES are of three 
kinds :—(1) General, when it does not amount to a 
bequest of any particular thing or money, as. dis- 
tinguished from all others of the same kind, and 


therefore comes out of the general estate, as “I give — 


£50 to John Smith ” ; (2) Specific, when it is a bequest 


of a particular thing, or sum of money, or debt, as_ 


distinguished from all others of the same kind, as ““ my 
gold watch,” or the ‘£500 India Stock”; (3) 


Demonstrative, when it is in its nature a general 


legacy, but there is a particular fund named out of 


which to satisfy it, as ‘‘ £500 payable out of my £2,000 


sical nerbandlects wih tinh yaulafsbainanedy# De tiga pat haa iia hala 


qeenry 


Leeds Corporation Stock.” The person to whom the ~ 


surplus of the personal estate, after the discharge of all. 


the debts and legacies, is left by the testator’s Will, is 


styled the Residuary Legatee ; while the person who ~ 


: : ‘ 


oy 


’ 
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takes the surplus real estate is termed the Residuary 
Devisee.. . 


The death of a person possessed of any kind of 
property necessitates that someone shall act as repre-= 
sentative of the deceased, for the purpose of taking 
possession of and administering the property. Sucha 
representative is known as an Executor or Adminis- 
trator, or a Trustee. An EXECUTOR is a person 
appointed by the Will of the testator to carry out the 
directions and requests in his Will, and to dispose of 
the property according to his testamentary provisions 
after death. A person named as Executor is not 
bound to ‘act, but may renounce the office even if he 
has agreed to accept the office in the testator’s lifetime. 
An Executer de son tort is one, not being appointed by 
the Will, who takes upon himself the office of Executor 
by intrusion, and intermeddles with the estate of the 
testator. He has all the liabilities and none of the 
rights of a duly appointed Executor. An Administra- 
tor is a person appointed by the Court to take possession 
of and distribute the goods and effects of (1) an 
Intestate, (2) a testator who has not appointed an 
Executor, (3) a testator whose executors have died or 
failed to act. Administration is usually granted to 
the next of kin, preference being given to the applicants 
in a recognised order. An Administrator is required 
to enter into a bond, with two sureties, for the due 
performance of his office. A Trustee is one who halds 
property, real or personal, for the benefit of another, 


_ known as a cestui qui trust or beneficiary. 


The DUTIES of an Executor or Administrator, after 
the interment of the deceased, consist of the (1) 
preparation of a Schedule of all the property passing 
at death ; (2) application for Grant of Probate of the 
Will, or Letters of Administration on payment of the 
Death Duties; (3) collection and realisation of the 
Estate ; (4) payment of the Debts ; (5) payment of the 
Legacies ; (6) investment of the Funds in authorised 
securities ; (7) distribution of the Residue of the estate, 


ae 


' An EXECUTOR who derives his title from the Will 
may do.many things in connection with the estate 
from the moment of the death of the testator, but there 
are certain powers which he cannot exercisé until he 
has proved the Will. It is therefore the duty of an 
Executor, as soon as possible, after the expiration of 
seven days from the death of the testator, either 
personally, or through the medium of a Solicitor, to 
proceed to prove and establish the Will by applying 

for Probate at the Principal Registry, Somerset House, 
' London, W.C., or one of the District Probate Registries 
throughout the country. a this purpose the original 
Will must be deposited in the Registry, along with a 
Certificate of Death, and a complete statement of the 
assets and liabilities of the deceased,-so that the Death 
Duties payable to the Inland Revenue may be dis- 


charged. The vaiue at which real estate is stated must 


not be less than that fixed by the Land Valuation 
Department. The value of Stocks and Shares must 
be certified either by a Broker’s Certificate, or the 
production of a newspaper quotation for the day of 
the death of the testator; while the value of the 
contents of business premises must be certified by a 
Licensed Valuer or other competent person. From 
these particulars the Affidavit for Inland Revenue and 
Estate Duty Account is prepared, signed and sworn by 
the Executor, the Duty being charged on the net 
capital value of the estate, together with interest on the 
duty at 4 per cent. per annum from the date of death. 
A few days after this procedure the Prebate Court will 
issue either to the Executor or his Solicitor, a copy of 
the Will, to which is attached the sealed Grant, which 
is the Certificate of the proof of the Will, all of which 


together constitutes the proof of the Will and is usually — 


styled the Probate. Any person may read the copy of 
a Will at the Principal Registry in London, or at the 
District Registry at which it has been proved, on the 
payment of a fee of one shilling. A copy of any proved 
Will may be had on payment of the necessary fee, 
which can be ascertained on application at the 
Registry. 
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__ DEATH DUTIES are taxes payable to the Govern. 

ment on the passing of property by the death of a 
person to his successors. They arefof three kinds: g 
(1) Estate Duty ; (2) Legacy Duty ; 3) Succession Duty. 

ESTATE DUTY is levied upon the principal value of 

all property, real or personal, which passes on the 

2 death of a person, the rate of. duty being graduated 

__ according to the total value of the estate, as shown _ 

below. When the gross value of an estate does not 

exceed {700 no duty is payable. When an estate 

exceeds £100, but does not exceed £300, a fixed duty of 

_30/- may be paid, and where it exceeds £300, and not 

£500, a fixed duty of 50/- may be paid. When the net 

value of the estate does not exceed £7000, Estate Duty 


LU Aco 


only is payable. . 
SCALE of RATES of ESTATE DUTY, 
Where the principal value of the Estate— | Rate per cent. 
Exceeds £100 and does not exceed £500 ... . | 1 
5 500 i =f L000 27%! 2 
_ 1000 * a 5000 ...... 3 
5s 5000 - * 10009 ...... 4 
a 10000 a ‘5 LDOOOY Res. 5 
. 15000 is 2 20000 ...... 6 
35 20000 5 * ZAWOOl ss. 7 
x 25000 _ ns 30000 ...... 8 
i. 30000 - is 40000 ...... 9 
2 40000 3 59000 ax 10 
a 3 50000 2 Pe 60000 ...... i. 
a 33 60000 = * 70000....... 12 
: TR 70000 - a 90000 .. ... 13 
. Mee vig 8 90000 . re 110000 ...... 14 
> = 110000 es : 130000 ....... 15 
- ‘a 130000 x 55 150000 ...... 16 
4 os 150000 ~—,, * 175000 ...... 17 
- 175000 a 3 200000 .. ... 18 
» 200000 * ee 225000 ...... | 19 
aa < 225000 i Sm 2o0000e Benn. pee 20) a 
és 250000 = x 300000 ...... 21 : 
¥s 300000 i 350000 ......) 22 
5 350000 5s 3 400000 ...... De 
fe 400000 ay +5 450000 ......! 24 
aa 450000 % is 500000 ...... pa 
fe 500000 5 rf 600000 ..... | 26 % 
», ~ 600000 Fa _ 800000 ...... | 27 
ss 800000 i s,, . 1000000 ..;...! 28 
» - 1000000 - et ee O2151010 8,0 ree 30 
5, 1250000 ae pe D000: shee | 32 
» 1500000 "I ee 2O0OU00 F. ..| 35 
Gee 000000 rie tees ve ean Ba pucwasees Eonar - 40 
Cé€ 


A Concession is made in respect of Estate Duty 
where the maximum of one scale is slightly exceeded. 
For instance, the rate of Estate Duty payable upon an 
estate not exceeding £40,000 is 6 per cent., and would 
- amount to £2400, but if the estate were sworn at 
’ £40,001 it would really be liable to a duty of 7 per 
cent., but for the Concession that such an estate may 


still be charged at 6 per cent., plus the odd £1, thereby 


effecting a saving of £399 Is. 4d. A Goncession is 
also allowed in respect of Estate Duty in cases of 


rapid succession to land and private businesses, where — 


the duty becomes payable for the second time within a 
period of five years. If the second death occurs within 


one year of the first death the reduction is 50 per cent. — 


of the Estate Duty payable; if within two years, 40 per 
cent. ; if within three years, 30 per cent. ; if within four 
years, 20 per cent. ; and if within five years, 10 per cent. 


LEGACY DUTY is a graduated tax paid to Govern- - 


ment on legacies and annuities in proportion to the 
distance of relationship between the testator and 
legatee. But the 1% duty on a legacy of a lineal 


descendant or ancestor is not payable where estate duty — 


is paid. Neither is Legacy Duty payable where the net 
estate does not exceed £1000 in value, upon which 
estate duty has been paid. Legacy Duty is deductible 
from the Legacy unless the Will expressly provides that 
the bequest is “‘ free from legacy duty,” in which case 
the full legacy is payable to the Legatee and the Duty 
is chargeable against the general estate. Legacies not 
paid within twelve months of the testator’s death carry 
interest at-four per cent. per annum, from that date. 


SUCCESSION DUTY is a craduated tax paid to” 


Government on the succession of a beneficiary of real 
and leasehold estates, varying according to the 
relationship which the successor bears to the testator. 
This duty is not payable when the net estate does not 
exceed £1000, upon which estate duty has been paid. 
Subject to certain exemptions the followi 


rates now payable in respect of Legacy and Succession 
Duties ;— 
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Husband or wife of the deceased. Lineal 
ancestors and descendants, or their 
husbands or wives, where the principal 
value of the estate exceeds £15000, except } 1% 
upon legacies not exceeding £1000, or in 
the case of widow-and children under 1 
‘years of age, £2000. 


Brothers and sisters, or their descendants, or 
the husbands or wives of any such. 5% 


Brothers and sisters of the father or mother of 
the deceased, or their descendants, or the 
husbands or wives of any such. Brothers 
-and sisters of the grandfather or grand- 
mother of the deceased, or their descend- 10% 
ants, or the husbands or wives of any 
such. Persons in any other degree of 
collateral consanguinity to the deceased 
or strangers in blood. 


In DISTRIBUTING the estate the Executor must 
discharge the debts in the following order :—(1) 
Funeral Expenses ; (2) Testamentary or Executorship 
Expenses ; (3) Debts due to the Crown by way of record 
or specialty ; (4) Debts having priority by special 
statute, such as regimental debts, and those due by 
officers of a Friendly Society to the Society; (5) 
Judgments recovered against the deceased; (6) 
Recognizances duly enrolled ; (7) Specialty and Simple 
Contract Debts; (8) Debts on Voluntary Bonds. 
When the assets are not sufficient to pay all the debts 
and legacies, they must be applied in the following 
order, which is known as marshalling the assets :— 
(1) Personalty not bequeathed, or only bequeathed by 
way of residue; (2) Any Real Estate particularly 
devised for payment of debts, and only for’ that 
purpose; (3) Real Estates descended to the Heir ; 
(4) Real or Personal Property charged with the pay- 
ment of debts, and devised, or suffered to descend, or 
specifically bequeathed, subject to that charge 3. (5) 
General Pecuniary Legacies; (6) Specific Devises, 
Residuary Devises, and Specific Bequests, not charged 


cc! 


a with debts; (7) Real and Personal Estate appointed 
3 by Will under a General Power of Appointment ; 
(8) Paraphernalia of the Widow. — 
APPORTIONMENT of receipts and payments, as ~ 
between Capital and Income, is the only problem likely 
to arise in keeping Executorship A/es. There are 
Statutory and Equitable Apportionments, the former 
arising under the Apportionment Act, 1870, which 
provides that all interest, annuities, dividends, and 
other periodical payments in the nature of income, ~ 
shall, like interest on money lent, be considered as 
accruing from day to day and shall be apportionable 
in respect of time accordingly. The effect of this is — 
that when an Executor receives payment of rent, — 
interest, dividends, bonuses, which, during the lifetime | — 
of the deceased, would have represented Income, he — 
must, if any portion thereof covered a period prior to _ 
the date of death, apportion the amount, that accruing _ 
to the date of the death being Capital, and the remainder © 
Income. Interim dividends being part of the whole ~ 
dividend for the year, the apportionment can only be ~ 
made when the final dividend is received. Where — 
stocks or shares are bought and sold cum. div. the 
whole is a capital transaction, so that in the case of a 
stock purchased cum. div. the tenant for life will 
receive all the income when it comes in; and in the 
case of a stock sold cwm. div. the tenant for life will 
lose the accrued income. oat eed a 
So far as payments made by the Executor are con- 
cerned, the following are chargeable to Capital :—(1) — 
Funeral Expenses, (2) Death Duties, (3) Debts owing 
by the deceased, (4) Legacies, (5) Executorship Ex- — 
penses incurred in dealing with the assets, (6) Repairs — 
to property where such were required during the life- 
time of the deceased. (7) Structural alterations and 
permanent improvements, (8) Cost of buying or selling 
Investments, (9) Cost of appointing New Trustees, (10) 
Costs of proceedings taken by Trustees for the protec- 
tion of the Estate. The following are chargeable 
against Income :—(1) Interest on Death Duties, (2) 
Executorship Expenses incurred in administering the 
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Hstate, (8) Current Repairs of Real Estate, (4) Rates 
and Taxes in general, (5) Maintenance and Edueation 
“of Minor, unless specially provided for, ; 

The basis of Executorship Accounts is the statement 
of assets and liabilities contained in the Estate Duty 
Account supplied to the Inland Revenue when proving» 
the Will or taking out Letters of Administration. In 


_ other words, these assets and liabilities, representing 


the Estate of the deteased, form the final Balance Sheet 
of the testator on the one hand, and the first Balance 
Sheet or Opening Entries of the Executor on the other 
hand. In accordance with the principle of double entry 
the first account to be opened will be the Capital A/c., ~ 
more generally known as the Estate A/e., but some- 
times called the Principal A/c., or Gorpus A/c. The 
assets must be credited and the liabilities debited to the 


_ Estate A/c. ; a separate account being opened for each 


asset and liability. After these Opening Entries have 
.been made, the majority of the transactions will consist 
of cash, which will be entered in the Cash Book and 
posted to their respective accounts in the usual way. 
In large estates a dournal may be needed to record 
transfer and adjustment entries, also apportionments, 
but in small estates a Cash Book and a Ledger are the 
only books required. The Executorship Expenses 
A/c. records, in addition to the personal expenses of 
the executor, the various professional costs of valuers, 
estate agents, auctioneers, accountants and solicitors. 
Death Duties are sometimes recorded in an account 
under that name, or under the heading of a Testamen- 
tary Expenses A/c. 
EXECUTORSHIP EXERCISE 1. 

Henry Brown died on the 3lst October, 1917, the sworn 
value of his Estate, disposed of by his Will, consisting, after 
the payment of Funeral Expenses £65, of the net value of 


£14000, made up as follows :— 
Household Furniture and Effects, bequeathed to his 


wife, Ann, absolutely ’.............. ricky RP £560 
Life Insurance Policy and Bonuses received in Dec. and 

yatta Ssh fod 8h 0 ee eet rae eee ere je sae ace ves a ees 780 
Sundry Debts dus to Testator, all received during Dec., a 

LOM ame penTM eT eat honk staan cele, Si wlailer, o's Save at ake 1 
Cash in house paid into Bank ..............002eeeeeee 31 


y 


Cnah at Toyde Bonk. 845 


5000 £1 6 per cent. Preference Shares, Lever Bros., Ltd., 

dividend payable half-yearly on 30th June and 31st 

Dec,, at 21/- (cum. div.) ........... 5 cicehenstoe tear oeete 5250 
£1000 Dorman, Long & Co., Ltd., 5% Debenture Stock at 

£95 (cum. div.) Interest payable 30th. June and 31st Dec. 950 
Leasehold Property, let at an annual rental of £300, pay- 

able half-yearly on 30th June and 31st Dec. ........ . 5000 
Freehold Property, let at an annual rental of £144, pay- 

able quarterly on the 31st March, 30th June, 30th Sept., 


and cd lst? Deciee soetaeie aslo ct a eens See ee ee 3000 
The liabilities of the Testator to Sundry Tradesmen, paid 
during December, =) 91> sues paces raters on eee a cepa 90 


Loan on Mortgage of above Freehold Property at 5 per 


cent., payable 30th June and 31st Dec. ........... - 2000 


Testator left the Income of his Estate to his wife during her 
lifetime. All rent, interest, dividends had been received and 
paid when due, subject to Income Tax at 5/- in the £. 

The Executor paid the Estate duty on the 30th Nov., niu 
Interest thereon, £1 14s. 6d. The Executorship Expenses were 
paid in-Dec. on Income A/e. £12, on Capital A/c. £184. Prepare 
A/es. to 31st December, 1917. See working on following 


pages. 
Dr. Estate A/c. Cr. 
Date. Cap. Date. Cap. 
1917 “Ss 1917 = £ 
Oct. 31 |To Sundry Creditors ... 90 Oct. 31 |By HouseholdFurniture} 560 
2 », Mortgage @ 5% ......| 2000 1, Life Policy and 
», Interest accrued to = BONUSES = isexcraeeset nce Ss 
date of death, less », Cash in House 
tax: @ B]--.....cevececess 25 », Cash at Bank 
», Funeral Expenses ... 65 », Sundry Debtors ...... uf 
99 BALANCE” svscscecnnes cfd.) 14000 | ,, Preference Shares in 
7 Lever Bros., Ltd. . 5250 
E », Debenture Stock in 
Dorman, Long & 
Go litds-tcgaisec 950 
m5) Leasehold Property. 5000 
Rent accrued there- 
on to date ot death, 
4 mos,, less tax ... yi) 
* Freehold Property..., 3060 
Rent accrued there- 
on to date of death, 
1 month, less tax 9 
£) 16180 £} 16180 
Nov.30 |To Estate Duty @ 59% age Oct. 81 |By Bal b 
. fe) ct, OP sesseteesers D/A, 
1 £14000 vsvsescceessce 700 pone i.) 
7 Exeeutorship Expen- 
SOS°A/C. cccscsees eoenbons 184 
1, Legacies A/c. n 
Dec, 81.) ,, Balance .occcicsces 
: ‘| ue 
1918 
Jan. 1|By Balance ......... b/d.| 12556 


- |& |PI9T||- joT/orst 


~ |96T ||- |- fret 
- |- [9h |i | [ge 
- 1-.|06 Iie I- 


autor |r 


‘ 


“pl: tet wenn w nr ee eee saounqvg 
sesuedxg drysioynoexq 
feet ee neenee xe} Ssoy “sour 

9 ‘ysaIs}UT 983e3zI0; 
“ssTOUpaIg Arpuns 
* Ayn Uo jsaiajzUy 
teeeee Ang o}eIsq 


eee 


_ 


*syusuAeg 


“ 


“ 
te 
a“ 
“ 


sesuedxy jersuny Ag | Tg'99q 


Piqrrreetserresreerorsesoomereg OL if wef! 
| 8I6T 
} 


“"" XB} Say ‘"ZUy ‘sour. g 
PY]'0D Y Bu07T ‘uemiog “ 


“G3SVZ0a0 ‘NMOUG AUNSH 4° aivisa cuL 


~f foat Wp [fos fe] for pores xB} S89} “AI 
; ‘soul g “pyy] ‘“soig saaaq ' 
- |uz -\g = |- gt |oossten xe9 ssoy aay 
| ‘sow g ‘4j19do03g proqesarg “ 
> JOUSIT - 19h |) JOujas | xea ssey‘quey ‘soar 
9 ‘Ajiedoig pjoquseey ‘ 
- |O84 |I- |= 198h ““sasntog pue fatjog exrq ‘ 
~ |= JO8T ie oat ppapecosns Sie sioiq -q szpun, “ 199g 
HB be OLE Aa OLE | BA eee wae eereneeresee oly a7e1sq OL Ie ‘1G 
A16T PPS! F [pst F |pls! = Li61 
‘oye fF “HUeg || ‘peyides || eutoony | *s}dia.ey ‘aed 
t 4 
‘M0o0d HSYO © “aq 


1918 
Jan. 1 |To Balance b/d. 5000: 


Income Alc.| 37 10 


£) 87 10} 5075 | 
S| aes 


Dr. Funeral Expenses A/c. Or. 
1917 1917 a 
Dec, Bh Wo Cashos stares arerea | £65 fost 81 |By Estate Ale, .....ssscoes | £65 
- Dy, ; Estate Duty A/c. ; Cr. 
1917 1917 : 
Noy; 80) )ro\Cashias, =o. ycooee £700 Oct. 81 |By Estate Ajc. weenie rte | #700 
Dy. Interest on Estate Duty A/e. ‘Cr; = 
ist7 | £{s.\d.§ 1917 £{s.}d. 
Nov.30 (To Cash «..7.2:.. ee aA 1|14| 6{Dec. 31 |By Transfer to Income 
: j Al Gra dtonaze neseastrestecen| NLA 
Dr. . Executorship Expenses A/c. Cr. 
1917 Inc. | Cap. 1917 Inc. | Cap. 
Dec. 81 |To Cash ......... £12 | £184 |Dec. 31 |By Transfer to :— 
: Income Alc. ...... £12 
| Estate Ale. ..... £184 
Dr, Legacies A/c. be Cr. 
1917 7 : 1917 
Oct. 81-/To Household Furniture Oct. 31 |By Transfer to 
left_ to wife abso- state A]c..,... +as.| £560 
AECL yiscmeacoteesoa oe £560 
Dr. — Household Furniture A/c, Gr. 
1917 z 1917 
Oct. 81 |To Estate A/c. ............| £560 [oct 81 [By Legacies A/Jo............. | 0 
Dr. Life Policy A/c. Cr, 
1917 : 1917 
Oct. 31 |To Estate A/c. steneageness £780 | Dec.31 |By Cash ............ eranineeslene 70 
| 
Dr. Sundry Debtors A/c. Cr. 
1917 1917 
Oct. 81 |To Estate Ajo. .......,.... £180 | Dec.31 By Gasht. scion eee | e100 
Dr. Sundry Creditors A/c. Cr. 
1917 917 
Dec.81 |To Cash ......cccccseseescse £90 Jest 31 |By Estate AJe. ws. | £90 
Dr, Leasehold Property A/c. Cr. 
1917 Inc. | Cap. | 1917 
Oct. 81 |To Estate Alc... #6000) Dec. 81 |By Cash, Rent ...... a7 10 Ps 
° ent » Balance c/d, .,.... 
Dec.81 | ,, Transfer to ts eed: 5000 


£) 87.10) 5075 
| 
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1917 
Oct. 81 |To Estate Aje... 
: 1», do. Rent 
Dec: 31 | ,, Transfer to 
Income Ale. 


1918 
Jan. 1 To Balance b/d. 


Freehold Property A/c. Gr, 
ne, { Cap.§ 1917 Inc. | Cap. 
£& Dec. 81, |By Cash, Rent ...... £18 £9 
‘ », Balance cfd. ...... 3000 
£18 
£18 £18 8009 


Dr. -5% Mortgage of Freehold 


1917 
Dec.31 |To Cash, Int, ... 
», Balance cid. 


Property A/c. Cr. 


Inc. | Cap. 1917 -j Ine. | Cap. 
£60 | £254 Oct. 81\|By Estate Aje. ....., £2000 
Sian ders dnte sien 25 

Dec. 31 | ,, Transfer to ‘ 


Income A feet £50 


£50 |} 2025 £50 | 2025 

TESTS wees] ae | amo 
1918 

| an. 1 |By Balance b/d....... 2000 


191 


Oct. 81 |To Estate A/e.... 
Dec. 31 | ,, Transfer to 
‘Income Afc. 


1918 
Jan. 1 |To Balance b/d. 


Dr. Lever Bros 


+s Litd., 5000 6% Preference Shares. Or. 


Inc. {Cap.} 1917 


£5250) Dec. 31 |By Cash— 


bg Inc.- | Cap. 


6 months divi- 
dend, less tax...| £40 £80 
1, Balance e]d. ...... 5170 


£40 | 6250 


| 


5170, 
Dorman, Long & Co., Ltd., £1000 5% Debenture 
Dr. Stock. Cr. 
1917 : Inc, ; Cap.4 1917 Inc, | Cap 
Oct, 81 {To EstateA/c.... £950} Dec. 31 |By Cash— 
1 Transfer to 6 months inter- 
Income Afc.p£6 5 est, less tax...... £6 5/12 10 
», Balance cfd. ...... 937 10 
£6 5) 95 £6 5/950 - 
1918 ‘ 
Jan. 1 !To Balance b/d. 937 1 
Dr. Income A/c. Cr. 
+ 1917 1917 SSG, 
Nov.30 |To Interest on Dec, 81 | By Rent of Lease- 
r; Hstate Duty...... hold Property...; 8710 - 


Dec. 81 


», Executorship 
Expenses ......... 


», Rent of Free- 
hold Property...) 18 - - 
», Dividends from 
Lever Bros....... 40 - - 
», Interest 
Dorman, Long) 
& Co. Lids cic 6 obs = 


1) ee ae 
E #/ 10115 - 
eae Sa 
a 
re 


Dr. Mrs. Ann Brown, Life Tenant. Cr. 


£. s. dy 3 q 


= | I 1918 
= | | Jan, 1 |By Transfer from _ 
“a | | Income Aje, ......... 38 - 6 
The Estate of Henry Brown, Deceased. 
Balance Sheet on 31st December, 1917. 
ee Liabilities. £8. Assets. £ sid 
ee Estate Account ............0 12556 - -f{Freehold Property ........0 3000 - 
eMOLtQages.vscrueccstovasdsheuats 2000 - -{Leasehoid Property..... er 5000 - - 
Mrs. Brown, Life Tenant, Investments :— 
a ANGOME’scertccevecnectesee 38 - Lever Bros., Ltd., 
5000 6% Pref, 
Shares ..sccsserses 5170 - 
Dorman, Long & 
Co., Ltd’; £1000 ; - 
5% Deb. Stock 937 10} 610710 - 
Cash at Bank :— 
Income A/c, ... 88 - 6 4 
Capital AJc....... 44810 -| 48610 6 ~ 


£) 14594 - £| 14594 - 6— 
[Se ame 


EXECUTORSHIP EXERCISE 2. 


: F John Pearson died on the 5th Dec., 1916. He bequeathed the 
a residue of his Estate to his son and daughter in equal shares, 
but directed his Trustees to retain the share of his daughter, 

- upon trust to pay the income only to her for life. The Affidavit 

showed that the Estate consisted of :—Cash at Bank £200; 
Household Furniture £250 (bequeathed to daughter) ; Leasehold 

Property £1750 (bequeathed to son, subject to mortgage of 


£750); £10000 Consols at 75 £7500; Life Policy £3000 paid 


into Bank ; Capital in Partnership of John Pearson & Co. £1000. 
The debts due by the deceased were £400. The Executors 
received the dividend on Consols (£19 12s. 10d. being Income, 
and £38 13s. Capital) and were repaid the Capital of deceased in 
John Pearson & Co., together with his share of the profits for 
the year ending 3lst Dec., 1916, £250. £10 Interest received 


from the temporary deposit of cash covered the Executorship — 


Expenses. The debts were paid ; and the funeral expenses and 
death duties (together £689 4s. 9d.) were also paid. On 6th 
April, 1917, the Executors, being in a position to distribute the 
Estate, appropriated, in satisfaction of the daughter’s share in 
the corpus, such portion of the investment in Consols (taken at 
70, the market price at that date) as was necessary for that 
purpose. The balance of Consols, taken at the same valuation, 
was transferred, on the same date to the son, on account of his 
share, the balance due to the son and any income due to him 
and the daughter being paid to them in cash. Prepare an 
account showing the distribution of the Estate, and show the 
respective amounts of Consols and Cash allocated and paid to 
the son and daughter, 
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EXECUTORSHIP EXERCISE 3. 


Arthur Johnson died on 3l1st August, 1916, leaving all pro- 
perty in trust for his son, but the income derivable therefrom 
to be available for the maintenance of his wife. The property 
was as follows, and the Trustee was directed to sell as soon as 
he deemed advisable and invest the proceeds in the usual 
securities. 25000 6% Preference Shares in a Publishing Co., 
face value £1 each; 20000 Ordinary Shares in the same, face 
value £1 each; Cash at Bank £520; Household Furniture and 
Effects sold for £710. Tho shares were valued for probate at par, 
the funeral expenses were £55, the Testator owed £200, and £100 
was paid to the widow on account of income. The dividend on 
the shares was paid half-yearly, Jan. and June, and that on 
the ordinary shares was 10 per cent. for the year 1916, paid on 
20th Jan., 1917. Testamentary Expenses paid £7662 10s. Draw 

_up a statement showing the position of the accounts when the 
dividend on the ordinary shares had been received. Income 
Tax 5/- in the £. 


EXECUTORSHIP EXERCISE 4. 


The following is the estate of Henry Sykes, who died on 
25th Jan., 1917 :—Cash in house £5; Cash at Bank, Current 
Account £712; Cash at Bank, on Deposit £17800; Household 
Effects £1350; Leasehold Property, held on a 90 years’ Lease 
from 1847, and let at £300 per annum, Valued at £3500; Real 
Property, let on a yearly tenancy at £120 per annum, Valued 
at £1900; Equitable Life Society Policy £5000; Bonus accrued 
£425; Loan due to Testator £130, irrecoverable. The Testator 
owed debts amounting to £78, and his funeral expenses were 
£33 10s. - The rent of the Leasehold property to December 25th 
had not been paid at the date of death, but was received by the 
Executor; the rent of the Frechold had been received. £1900 
was paid in duties, and £180 in legal charges. The Testator 
bequeathed the properties to his daughter, the furniture to his 
widow, and directed the residue to be divided equally between 
his daughter and widow. The Hstate was ready for distribution 
three months after death. Prepare an Estate A/c. and make the 
necessary adjustments up to and including the distribution. 
Income Tax ignored. Daughter must bear Estate Duty on . 
Realty, at 6%, £114. z 

EXECUTORSHIP EXERCISE 5. 


John Hart died on Ist Oct., 1916, leaving the following 
estate :—Cash in house £54; Cash at Bank £640; Household 
Furniture £1534; Debts due at the death £600 ; Creditors £230 ; 
Life Policy £2000; National Insurance Company, 100 Shares 
of £5 each, £1 per share paid, valued at £300 (Dividend at 20% 
paid to 31/12/16 for half-year). Mortgages :—H. Holmes 
£3000; P. Smith £1000; W. Williams £2000. (Interest at 4% 
for half year ended 31st Dec., 1916, paid 1st Jan., 1917.) The 
Bank interest to 3ist Dec., 1916, amounted to £6 5s. The debts 


due to and by the Testator were either received or paid by Ist _ 


March, 1917. The policy money was received on Ist Nov., 1916. 


The Insurance shares were sold on Ist Jan. for £370. Testa- 
mentary expenses and duties amounting to £1205, and Funeral 
expenses £90 were duly paid. The widow was left an immediate 
legacy of £100, the use of the furniture during her lifetime and’ 
‘the Income of the Estate. Income Tax ignored. 


EXECUTORSHIP EXERCISE 6. 


The late Henry Smith left property as follows :—Leassholds _ 


(subject to Mortgage of £7000) £27000; Cash in house £7 10s. ; 
Cash at Bank £1206 7s. ; Insurance Policy £10000 ; Household 
Furniture £1840 ; Debts due to him £811; Interest in Business 
valued at £12097. To his widow he bequeathed £20000 ; to his 
nephew he left his interest in his business; to each of his three 
nieces £1000; to the Hospital Fund £500; and the residue to 
the C. B. Charity. His executors realised the Estate as 
follows :—The widow took the Furniture as above as part of 


her £20000. The Leasehold Property sold for £28300. The 


Debts due to the Testator realised £740. They paid Estate 
Duty £4800. The Costs of Sale and other charges amounted to 
£1060. Prepare a Cash A/c. and an Estate A/c. shewing 
exactly the disposition of the Estate by the Executors when the 
wishes of the Testator had been complied with, the mortgage 
having been paid off and the Life Policy realised. 
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TABLE OF USANCE AND DAYS OF GRACE. 


Bills drawn in 


Days of 
Teridon Gn. USANCE. Dicon! 
Altona . 1 month after date 12 
Amsterdam 3 months after date none 
Antwerp Do. none 
Bareelona Do. none 
Berlin Do. none 
Bilbao Do. none 
Bremen 1 month ed date 8 
Bruges — 
Buenos Ayres 60 days after sight _ —_ 
Cadiz 3 months after date none 
Constantinople 31 days after date —_ 
Dantzic 14 days after acceptance . 10 
F.ance Sa 3 months after date none 
Frankfort-on-Main .. Do. none 
Florence 30 days after date — 
Genoa 3 months after date none 
Geneva 30 days after date 5 
Gibraltar 2 months after sight 14 
| Hamburg 3 months after date none 
Holland Do. — 
Italy 0. none 
Leghorn 3 months after date none 
Leipzig 0. none 
Lisbon - 90 days after date none 
Madrid 3 months after date none 
Malta 30 days after date 3 
Milan 3 months after date none 
Naples Do. none 
Oporto 90 days after date none 
Palermo 3 months after date none 
Paris Do. none 
Petrograd Do. none 
. Portugal 60 days after date — 
Rio de Janeiro 30 days after date 5 
Rotterdam 3 months after date none 
Rome Do. — 
Rouen 1 month after date — 
Seville 3 months after date — 
Smyrna 31 days after date — 
Sweden 30 days after sight — 
Switzerland Do. = 
Venice 3 months after ste’ none 
Vienna Do. is none 
West Indies 31 days after Reveptanee i —~ 


Re ethan: Nepean bce 


i 


y 


“eae i 


“000” ss SHIPPING INVOICE. (Bee par. 661). 
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INVOICE of 5 Cases Goods shipped by JONES & CO., at a 
Liverpool, per S.S. ‘ Victoria,” for Calcutta, by order and for % 
account and risk of Messrs, BRUCE & SYKES, Calcutta. E 

, Order No. 2000. B/L, dated 10th July, 1920. Be 
ss Indent No. 1526. Insurance effected here. _ ee 
‘ . . . 
: me rs \ 3 
D Br. acess : £ |s./d.]] £]s.Jd. a 
“a rey ooties, = u oe 
ie Es. ae ® | (a 
a mm se 
a Pie din. coloured Border P ce 2 
° j T.NO. é ie 
1000 | 1Bf 400 pes., 42 in., 17 by 15, 60/70......... 500) 
1001/4 | 4:B/s:1600 ,, 44in., _,, ai ere ey 
2000 ,, at 1/345|) 182/16) 8 Ke 
3 ~ Less 2k per cent.|| 3] 6] 5|| 129] 9i10 es 
~ 2 i a ate | : 
CHARGES :— 3 
> Freight on 58ft. Jin, at 32/6 sess... £2 7 8 < 
a Primage at 10 per cent .......ecsceeeeee - 4 9] 2/12) 5 
BYL, 2f- Contract 10d. secccs-scssessessesee ceeseen|| 7 | 220 . 
i : “Pdeking DABS ALLO fos ca gascthcuesvoasacisrentcre La 
PRIGHSIS: (OUC) rsa scsutececsseatthentettaexdsdcuiseoree \ 
MGI STARS” 2 ike, ccoccasdvessedisteoisetbahactves eabdaseeens - 14) - | 
z* . Postages and Bill Stamps ......... cers naeabtnes zie | 
ig Hive Insuranceion £120". ccetececesvoasestssseeecceo - | Aj 4} 
E- Marine do. £150 at 5/9 % less 5 & 10 
5 . per cent. and stamp|| ~_ au lau es ie a) 
<I 138)14| 4 
a 
z Commission at 24 per cent. ete i Ue 
i 149] 8] 8 = 
J Stamped—2 headed Swan . ‘ 
i E, & O. E., Manchester, 
: | 13th July, 1920, 
JONES & CO, 
, ~ ed 
“ a 
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CARD INDEXING. 


VOWEL INDEX, 


NUMERICAL CARD LEDGER, 
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ACCOUNTANCY, BANKING, LEGAL 
AND COMMERCIAL COMPENDIUM, 


501. ACCOUNT, SETTLING, or SETTLEMENT DAYS are 
the dates fixed by the Committee of various British Stoek 
Exchanges for the completion of transactions. In Consols and 
a few kindred securities, these account days are once a month, 
usually during the first three or four days; in all other stocks 
twice-a month, about the middle and end. Each Settlement 
occupies three days—Ist, contango day, when arrangements are 


Provincial Exchanges are fixed a day earlier than those on 


502. ACCOUNTANT. A person skilled in keeping and balane- 
ing books, and who is usually employed by Merchants, publie 
companies, &c., to prepare a/cs. and balance sheets, or to audit 
their books and a/cs. “An audit is a thorough examination by an 
auditor of all books, a/es,, vouchers, securities, &c., with the 
three-fold object of detecting (1) fraud, (2) technical errors, (3) 
errors of principle. - Audits generally take place periodically, 
and are usually, though by no means universally, conducted by 
professional auditors. These auditors are elected by the share- 
holders, and are legally supposed to be their representatives, 
‘acting as a check upon the Boards of Directors. In common 
practice the directors select auditors to suit themselves, and get 
them pro forma elected by the shareholders at the annual or 
semi-annual meeting. From this habit, it results that the 
auditors of a public company have seldom any particular incen- 
tive to oppose the wishes of the Board. They rarely possess the 
independence,,they should have did the shareholders really 
appoint them ; nor are their powers large enough. The accounts 
of railway companies are seldom audited by professional 
accountants, and cannot be said to be really, looked into at all by: 
competent people outside the Management. ‘The most important 
Acts of Parliament which contain provisions as to audit are :-— 
Companies Clauses Consolidation Acts, 1845 and 1867; Regula- 
tion of Railways Act, 1868 ; Railway Companies’ (Accounts and 
Returns) Act, 1911 ; Public Health Aet, 1875; Friendly Soeioties’ 


cone BG: er 


Act, 1875; District Auditors Act, 1879 ; Municipal Corporations : : 


Act, 1882; Trustee Savings Bank Act, 1893 ; Building Societies 
Act, 1894; Companies (Consolidation) Act, 1908. The latter 
provides that every Company shall at each Annual General 
Meeting appoint an auditor to hold office until the next Annual 


General Meeting. Every auditor has the right of access at all 


times to the books, accounts and vouchers of the Company, and 
is entitled to require from the Directors and Officers such 
information and explanations as may be necessary for the 
performance of his duties. The Auditor must make a Report to 
the shareholders of the accounts examined and of every Balance 


Sheet laid before the Company in General Meeting during his 


tenure of office, and the Report must state (a) whether or not — 


he has obtained all the information and explanations required ; 
and (b) whether, in his opinion, the Balance Sheet referred to 
in the Report is properly drawn up, 80 as to exhibit a true and 
correct view of the state of the Company’s affairs according to 
the best of his information and the explanations given to him, 
and as shown. by the books of the Company. Publie Auditors, 
under the Friendly Societies’ Act, 1896, and the Industrial and 
Provident Societies’ Act, 1893, are appointed annually in 
December throughout the United Kingdom. They will not be 
ranked as public servants, and will have no salaries, nor any 
claim to pension or gratuity. Nor may they assume the title 
of “Government Auditors” or any similar one, or make any 
use of the Royal Arms. Applications for appointments should 
be sent to the Parliamentary Secretary to the Treasury, White- 
hall, London, 8.W., not later than Ist November. 

503. An ACCOUNT CURRENT (A/C.) sometimes called a run- 


ning a/c., is a detailed Dr. and Cr. statement, copied from the 


Ledger, containing an a/c. of the transactions which have taken 
place between you and a person during a certain time. An 
A/c. is usually rendered either quarterly, half-yearly, or yearly, 
and is generally made out with the interest charged or allowed 
upon each item. Sometimes red ink interest has to be stated in 
an A/c. Interest in red is that upon current B/E., reckoned 
from the time the interest is made out to the time the bills 
become due. In the example given on page 884 you will 
notice that the acceptance of 4th June has 35 days to run from 
30th June to 4th August. The amount £1 4 — must be entered in 
, red ink on the Dr. side, but must not be included in the total of 
that column. The £1 4 — must bo credited to Owen & Dew, as 


they are deprived of the use of the £250 for 35 days beyond the — 


time of making up the A/c. An account stated is one showing a 


balance which has been agreed upon by the parties. It differs — 
from an open a/e. in that the burden of proof is thrown upon ~ 


the party who seeks to question it, the balance not having been 
agreed upon between the parties. An Account rendered is one 


where the details have been set forth in a previous Statement, — 


and the amount is brought forward in a single item on a sub- 


sequent Statement, and entered thus:—To Account rendered 
£125. 


: 
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‘but the banker on whom the cheque is drawn, so long ag he pays 
it to the right banker, is not concerned with re Aiki 

account payee.” In practice, a banker who receives such a 
cheque for collection, requires that it be placed to the credit of 


with a crossing. Section 78 Says that it shall not be lawful 
for any person, except as authorised by the Act, to add to 
the crossing. It is not understood, however, that such words 
are really an addition to the crossing. They may as a matter 
of convenience be placed close to a crossing, or even between 
the lines, but they would have the same effect wherever placed 
on the cheque, so long as the collecting banker could see them, 
and they may be placed with effect upon a cheque that is not 


505. An ACTION is a civil proceeding in a Court of Law, 
commenced by writ, or in such other manner as may be pre- 
seribed by rules of Court. Where a creditor has obtained 
judgment against a debtor, the Court provides means of 
enforcing it. A Writ is a judicial process, by which any one 
is summoned as an offender; a legal instrument to enforce 
obedience to the orders and sentences of the Courts. : 

506. An ACTUARY is a person skilled in the calculation of 
the value of life interests, annuities, and life assurance matters. 
The officer of a life assurance company whose duty it is to make 
the necessary computations in connection with the statistics and 


_ finances of life assurance, and the actuarial reports required by , 


the Assurance Companies’ Act, 1909. An officer appointed to 
keep the accounts of a savings bank. 

507. ADMINISTRATION, Letters of. When a person dies 
intestate (without Will) his real estate (land and buildings 
thereon) passes immediately to his heir; while his personal 
estate (which includes money and all other kinds of property) 
has to be administered for the benefit of (1) his creditors (2) the 
next of kin entitled to enjoy the surplus after payment of his 
debts. The Administrator is the person to whom the Probate 
Court grants L. of A. empowering him to take possession of 
and distribute the goods and effects of the intestate. 

508. ADVICE. A written communication giving information 
that some special transaction has been or is to be effected ; 
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partioularly used with reference to advising the drawing ard 
honouring of bills, and the shipment of goods. 


509. AFFIDAVIT. A written statement sworn before a t 


person having authority to administer an Oath, which is an 
appeal to God to witness the truth of a statement. 
510. AFFREIGHTMENT is the agreement made ‘by a ship- 


owner to carry goods in consideration of a certain payment, — 


called the freight. When the contract is with respect to the 
use of the whole ship for the cargo, the terms are embodied in 
the Charter Party, but if the contract is merely to convey 
certain goods, as part of the ship’s cargo, the agreement is 
contained in the Bill of Lading. 

511. An AGENT (Agt.) or Attorney is one who is empowered 
to represent a principal, or one who buys or sells, or is entrusted 
with the business of another. Contracts and arrangements 
made by an agent are binding upon his principal or employer, 
providing they are made in the usual course of business, and 
are understood to be on behalf of his principal. Every 
Manager, Clerk, Traveller, Workman, or other employee of a 
trader is an agent within certain limits, for carrying on the 
business. A Broker is an intermediate agent employed by 
merchants to buy and sell any commodity for them. The fee 
charged by brokers for transacting business for their principals 
is called brokerage. Stockbrokers call it commission. A 
Factor is an agent dealing in his own name, entrusted with the 
possession, management and disposal of property belonging to 
another. The general duty of a factor is to procure the best 
intelligence of the state of trade at his residence ; of the course 
of exchange; of the quantity and quality of the goods at 
market ; their present price, and the probability of a rise or 
fall; to pay exact obedience to the orders of his employers ; to 


consult their advantages in matters referred to his discretion ; — 


to execute their business with all the dispatch that circumstances 


will admit ; to be early in his intelligence, distinct in his a/es., 4 


and punctual in his correspondence. The differences between 


a Factor and a Broker are as follows :—-A Factor (1) deals in. 


his own name, (2) is always personally liable on his contracts 


unless he contracts specially as agent, (3) has possession of - 


goods as well as being entrusted with their disposal. A Broker 
(1) deals in the name of a principal, (2) is never personally 


liable unless he contracts as principal, (3) is entrusted with 


disposal of goods but not possession. Del Credere is a term — 


used in trade in reference to an agreement between an agent 


and his principal, whereby the former, in consideration of — 


an additional amount being paid to him, besides his usual 
commission, undertakes to guarantee the payment for goods 


ps 


sold through his agency, and becomes thereby liable tc his — 


principal for the amount, in case of the insolvency of the pur- 
chaser. Such extra commission to the agent is called “del 
eredere.” Per precuration (per pro.). By procuration: an 


agency. The power given either by Letter or Power of 
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Attorney to an agent or clerk to sign cheques, bills of exchange | 
and other documents, on behalf of a eee or firm, thus ae 
DP. pro., Middleton & Song, \ - 

} Arthur Fieldhouse. = 


the time allowed for stamping agreements underhand, liable to 
the fixed duty of sixpence, is 14 days, and for all other instru- 
ments (which are not required to be stamped before execution) 


or the gradual diminution of a debt, by means of annual drawings 


from a sinking fund 3 or the complete extinguishment of a loan 
by a single payment out of Some special fund set apart for that 
purpose, - 

514. ANNUITIES are of various kinds—perpetual, terminal, 
life, or deferred. The debt of the British Government ig 
perpetual, but subject to periodical revisions of the rate of 
interest to be given upon each £100 of capital inscribed upon 


the books of the public debt, English railway debenture stocks 


are also perpetual annuities. Some insurance companies have 


pence for expenses; at the date of their termination the holders 
have no claims against the railway for capital to be repaid. 
Buyers of the “A»” annuities have therefore to form their own 
sinking funds, by laying by a portion of the annuity each year. 
The National Debt Commissioners hold terminable annuities in 
consideration of their having paid over or surrendered so 
much in Consols. The Bonds of French railways are likewise 
terminable annuities. Life annuities are payable during the 
life of the individual entitled to them, or during the joint 


lives of a man and his wife, or of any persons to whom the 
vendor of the annuity may agree to pay the money. Except — 
in the case of permanent annuities, like those represented by —~ 
the interest on Consols, all annuities imply an extinction ole 
capital. The person or persons in the enjoyment of a life 
annuity receives back each year .a proportion of the capital 
' originally paid for it along with the interest. Provided that 
they are made with good insurance companies, OF with the 
Government, these annuities are, therefore, an excellent mode 
of disposing money for those who have no heirs. Deferred 
annuities are those payable from a stated future date until 
death occurs—the purchase money being paid from the present 
time until the commencement of the annuity, either in a lump 
sum, or in periodical instalments. The purchase of a deferred 
annuity to commence at (say) age sixty by quarterly payments. 
from now until that date is a convenient way for a young person 
to acquire an old age pension with a minimum of inconvenience 
as regards payments. 


515. APPROPRIATION OF PAYMENTS. If a customer 
pays in money for a particular purpose, the banker must apply 
it accordingly. For example, if an amount is paid in to meet 
a specified cheque or bill, it must be used for that purpose, but 
if the amount is paid in without any particular instructions 
being given, the banker may appropriate the money in reduc- 
tion of the customer’s indebtedness. According to the rule 
in Clayton’s case, an amount paid to credit is held to be a 
payment of the earliest unpaid debit in the account, and it is 
the sum first paid in that is first drawn out. 


516. ARBITRATION. The reference, by parties to @ 
dispute, of the matter at issue to a third party (termed an 
Arbitrator) for decision by him, instead of commencing a lawsuit. — 
Settlement of commercial disputes by Arbitration is of 
frequent occurrence. The Arbitrator must be a business or 
professional man acceptable to both parties. Sometimes each 
party to the dispute nominates an arbitrator, who, in case they 
cannot agree, appoint a third party known as an Umpire. The 
decision arrived at by the Arbitrators or Umpire is termed 
their Award. A Submission to Arbitration may be made a 
rule of Court on the application of either party, and if this 
has been done, the Award may be enforced with the Court’s — 
assistance ; otherwise the only means of compelling the party — 
against whom the Award has been given, to satisfy its directions, . 
is to bring an action and to obtain judgment on the basis of — 
the Award. - 


517. ARRANGEMENT, Deed of. An instrument embodying _ 
an agreement between a debtor and the general body of his — 
creditors for the purpose of modifying the Debtor’s obligations — 
without resorting to bankruptcy proceedings. An arrangement 
of this nature is only binding on those creditors who expressly 
assent to it. Such a Deed is void unless registered and stamped. — 
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518. ARRESTMENT is a legal process in Scotland by which 
a banker is ordered not to part with funds belonging to a 
certain customer who is a debtor to the person on whose behalf 
the arrestment has taken place. The equivalent in England is 
attachment. 


519. ASSETS are the whole of the funds, money, goods, and 
other property of every description belonging to a person or 
company, which may be made liable for debts. Assets include 
the debts owing to you by others. Assets are the debit balances 
of the real and personal a/cs. in the Ledger. Wasting Assets are 
those which decrease in value, either by wear or tear, by the 
progress of invention, or by the effluxion of time. 


520. ASSIGNMENT. An absolute transfer by deed of some 
right, interest, property or goods to another, called the assignee. 
A trader (the assignor) will sometimes execute an assignment for 
the benefit of his creditors, so as to enable them to realise his 
estate, and out of the proceeds to declare a dividend upon the 
amount of their respective debts. The assignor should be care- 
ful to provide what shall be done with a surplus should the estate 
be so fortunately managed as to result in a surplus after paying 
20/- in the £.. Unless he provides that the surplus shall be 
handed to him or his family, a recent decision in the House of 
Lords (Smith vy. Cooke) shows that it will belong to the creditors 
although it might lead to their actually receiving 40/- in the £. 


521. AVERAGE (Av.). In marine insurance, what is known 
as “average” is the contribution made by the owners 
of the ship, freight or cargo, or their underwriters, to a 
particular individual who has had to sacrifice his property for 
the safety of the goods of the vest. This contribution equalises 
the loss among all parties interested. Average may be either 
‘General or particular. In the one case it affects all who have 


d an interest in the ship, freight, or cargo; in the other it only 


affects some of them. General Average (G/A.) is where the 
goods of a particular merchant are cast overboard in a storm, 
to save the ship from going down; or where the masts, cables, 
and other gear have to be cut away; or where expense is 


‘incurred in obtaining the ship’s discharge from an unjust 


capture or in defending a suit in a foreign Admiralty Court. 
In these and similar cases a general contribution is fair 
enough. To establish a claim for general average the danger 


-must be imminent and general and the sacrifice indispensable. 
When the Captain arrives on shore, he should, with some of 


his men, make oath that the sacrifice was made solely for the 


‘general safety of the ship and goods, crew and passengers. 


Particular Average is any ordinary loss arising from the partial 
damage of a ship or cargo from the common perils of the sea 
and navigation incident to a voyage, and not involving their 
general safety. Such a-loss rests where it falls, and is borne by 
the owner or insurer, “ f.p.3.’’ is an abbreviation of “free of 
particular average.” 
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522. AVERAGE DUE DATE. This is a date determined 
upon by an arithmetical operation known as “Equation of 
Payments,” whereby a single payment can be equitably made 
in lieu of several payments upon different dates. To calculate 
the average"due date upon which the total of several sums, 
falling due on different dates, should be paid, multiply the 
different amounts by the number of days between the first date 
and the date upon which the other sums fall due; divide the 
sum of these products by the sum of the amounts, and the result 
ia the number of days between the first date and the average 
due date, e.g. :— 


Days from 
Date. Amount due. 1st March. Product. 
March 1 .... £300 Sees 0 Rie 0 
April 22 =... 200 as 32 eas 6400 
May 4. .... ” 150 an 64 a5 9600 
Junes.D—>. ses 350 ae 96 ie 33600 
£1000 : £49600 
ee) eS 


Dividing 49600 by 1000 gives 49.89%; call this 50 days which 
must be added to Ist March, which gives 20th April, this being 
the average date. > 

523. BANKER’S DRAFTS are Bills of Exchange drawn by 
one banker upon another, requesting the payment of a sum of 
money to the order of the person named, generally on demand. 
The second banker is generally the London Agent of the country 
banker. For persons having no banking a/c., who may have to 
make either an inland or a foreign remittance of more than £20, 
a Banker’s Draft is the most convenient mode and may be had 
free of charge if drawn payable at 7 or 10 days. The amount 
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must be paid over the counter, together with the banker’s com- — 


mission if the draft is on demand. If you had a banking a/c. 
and ordered a Draft, the banker would debit your a/c. with the 
amount and commission. Such drafts do not need, to be accepted 


like term bills, because the drawee pays you immediately the bill - 


is presented. If you were going abroad and wished to avoid 
carrying a large amount of cash, you could lodge your. money in 


the bank and take a Draft on your banker’s foreign Agent, who ~ 
would give you cash for the Draft on arrival at your destination, — 


no charge being made for such a foreign draft. 


Some business men remit their creditors drafts in preference 4 
to cheques. A slip is filled up giving all the particulars of the — 


Drafts required, and then handed to the banker. He draws and 


signs the Drafts, which you remit in due course. The chief 
advantage of these Drafts is that the London agent of the country © 
banker is informed of the amounts of the Drafts, thus rendering — 


any attempt at fraud or forgery impossible. 
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- on demand, 
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The ae an illustration of a Foreign Banker’s Draft, — me 
wh in duplicate, this being the ‘Second of Sire 
Bxchange. ; : 
00048 . : 
THE a BANK OF NEW ZEALAND, Limirep. 
at 


i Ke Z98L9 curistcnurcy, /O “fe 1 7GL0. 
Br 0% o:the Ceasers ofthe WON Riges 
: Cw Dement paypths PGfo yg Colange? 
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qe For The National Bank of New Zealand, Limited 
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@DS9 


524. BANK POST BILLS (B.P.B.), which are not subject to 
days of grace, are promissory notes to order, payable at seven 
or sixty days after sight, issued by the Bank of England for any 
sum from £10 to £1000. Any person may obtain a post bill free 
of charge (the use of the money being accepted by the Bank 
as a sufficient remuneration), upon depositing with the Bank | 
or any of its branches, that sum for which the bill is required. 
These Bills, which are really Banker’s Drafts, form an easy 
means of transmitting money from one part of the kingdom to 
another. 


We 


BANK OF ENGLAND. | 
No. M6855. £28 8 6, without acceptance. 


Seven days after date pay this Sola Bill of Exchange to 
Hidwin Gay, or order, Twenty-eight pounds eight shillings and 
sixpence, for value received. : 


Leeds Branch, 4th May, 1920. 
_G. W. LIDDERDALE, Agent. 
To the Cashiers of the Bank of England, London. 


525. The BANK RATE of Discount is that charged by the 
Directors of the Bank of England for discounting the bills of 
its customers. The Bank Rate is regulated by the Directors at - 
their weekly meeting, according to the demand for advances, 


the quantity of Gold in the market, and the amount of reserve 
in the Bank. It may seem strange, but it is literally true, that 
money rises and falls in value, just like any other commodity. 
When the Bank Rate is low, we say money is cheap ; when it is 
high, we say money is dear. The object sou ht by the advance 
of the Bank Rate is to stop the withdrawal of Gold from the 
Bank ; and on the contrary, when gold is plentiful at the Bank, 


the rate is lowered, to cause the withdrawal of gold to other ~ 


countries where it is more valuable. The Bank Rate for the 
Ist April, 1910, was 4%, and the rates of discount in the open 
market were as follows :— 


Bank Bills. _ Trade Bills. 
Three months 32 Three months 4} 
Four ,, 3% to 344 Four ,, 4 
Six = 34 Six »  4$ to 44 ~ 


596. BANK RETURN. The Report issued by the Bank of 
England every Thursday afternoon, and which is ooked for not 
only by City men, but by merchants and bankers all over the 
kingdom. It shows the amount of Bank Notes in circulation, 
the stock of Bullion and Coin in reserve, and such other details 
as enable the experienced to judge of the state of the money 
market and its probable tendency in the immediate future. 
The following is the official Return published on the 2nd June, 
1910; also the Consolidated A/c. in the form of an ordinary 
Balance Sheet, except that there is no record of the Bank’s 
premises, which are worth some millions. : 


BANK OF ENGLAND, 


An account, pursuant to the Act 7 and 8 Vict., cap. 82, for the week ended 
on Wednesday, June, 1st, 1910 :— 


Issue Department. 
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Notes Issued......... cee £57762000 Government Debt ........ £11015100 
Other Securities........ 7434900 
Gold Coin-and Bullion .. 39312000 
Silver Bullion....:..... — 
£57762000 £57762000 
oF SS 
Banking Department. - 
Proprietors’ Capital ...... £14553000 Government Securities ..£14938716 
Rest taeses wale vies coisas OLS) (08 Other Securities ......... 32405741 : 
Public Deposits, including NOteB Ws. <ceccciersce aston 29386140 
Exchequer, Savings Banks Gold and Silver Coin :.:, 1131289 — 
Commissioners of National : 
Debt,& Dividend Accounts 23037383 
Other Deposits .......... 37108591 
Seven-day and other Bills 21174 | 
£77861886 -§77861886 
a ——- 


J. G. NAIRNE, Chief Cashier. 
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Liabilities. A 
PROPRIETORS’CA PITAL £14553000 Government Depo has £11015100 
Notes in circulation........ 28375869 | Other securities in issue é 
Public Deposits, etc... 1 |! 23037383 (i) tee eee te 7434900 
Other Deposits ......../.° 37108591 | Government do. in banking 14938716 


Seven-day and other Bills . 21174 | Other securities in ditto. 32405741 
REST or undivided profit | - 3141738 | Coin and Bullion on hand 40443289 


£106237746 £106237746 


~ eee y 
ae a above return shows the following changes compared with the previous 


Active circulation of notes .............. Increase £254705 
Public Deposit -» Increase 1741010 
Other Deposits Decrease 676670 

overnment Securities - Increase 1019284 
Other Securities... 000i 12iiiiictt: Decrease 1499338 
2 OE Ee Sale Increase 1773775 
WOW IO TOEVE. 58... sc Increase 1448410 
oo Spee ee Oe i a Decrease 24537 
a SS SST ee Been nee + Increase 1519070 


nom of Reserve to Liabilities 50°72 per cent, against 49°06 per cent. last 


From the Return of the Issue Department it appears that at 
the close of business on Ist June, the Bank of Engiand had its 
notes issued outstanding to the extent of £57762000, against 
which it held coin and bullion for £39312000,, and securities for 
£18450000. Under the Bank Charter Act, 1844, the Bank was 
authorised to issue notes to the extent of £14000000, against 
securities, and given the power of increasing this fiduciary 
issue, on the discontinuance of the issue of notes by any country 
bank authorised to issue notes, to the extent of two-thirds of 
the lapsed issue of such country bank, and it is through the 
exercise of the right so conferred that the issue against securi- 
ties has increased from £14000000 to £18450000. It will be 
noticed that, of the notes issued by the Issue Department, 
£29386140 were held by tho Banking Department. Hence, 
notes to the extent of £28375860 were in the hands of the 
publie—including the other banks—and constituted the active 
eireulation of the Bank at the date of the above Return. 

In the Return of the Banking Department the first item is 
Proprietors’ Capital. The amount thereof—£14553000, the 
largest paid up capital of any bank in the world—gives to the 
Bank a position of absolute stability and of unrivalled strength. 

The Rest consists of the surplus or undivided profits to date of 

the Bank’s business. As the directors never allow this fund to 
fall below £3000000, it is to that extent of the nature of a reserve 
fund. : 
The amount standing to the credit of Public Deposits repre- 
sents the balances at the credit of the accounts of the British 
Government departments, the Secretary of State for India, and 
kindred accounts. The amount varies from about £6000000 to 
£14000000, being greatest usually during March of each year, 
when the collection of income and other taxes is specially heavy 
causing the arnount to run up to over £20000000, 


The amount at the credit of Other Deposits represents the 


Bank’s liability to its ordinary customers, including the chief 
London banks, which keep their floating balances with the 
Bank. ~ : 


The balance at the credit of Seven day and other Bills repre-— 


gents the Bank’s liability in respect of Bank Post Bills issued by 
its branches at a currency of seven days fixed for remittance 
purposes. a 
© On the assets side of the Return of the Banking Department, 
the first item is Government Securities. These are such securi- 
ties held by the Bank as yield an imcome guaranteed by the 
British Government—Consols, Exchequer Bonds, Treasury 
Bills, &c. c 

The Other Securities include the Bank’s investments in 
Indian, Colonial and Corporation securities, bills under dis- 
count, and advances to bill brokers and to its ordinary 
customers. 

The Notes, Gold and Silver Coin jointly constitute the 
Reserve, the actual cash held by the Banking Department to 


meet its liabilities to the public, that is, in respect of Public ~ 


Deposits, Other Deposits, and Seven day and other bills. In 
the above Return it will be noticed that the notes, gold and 
silver coin, amounted to £30517429, as compared with liabilities 
to the public of £60167148. The ratio of cash to liabilities on 
Ist June, 1910, was thus 50%. ; 

527. BILLS OF EXCHANGE. Drawer’s Liability. The 
drawer of a Bill, by drawing it, engages that on due present- 
ment it shall be accepted and paid, that if it be dishonoured he 
will compensate the holder or any endorser who is compelled to 
pay it, provided that the requisite proceedings on dishonour be 
duly taken. By drawing a bill, the drawer gives an implied 


undertaking that upon presentment to the Drawee it shall be ~ 


accepted. 

To endorse a Bill is to write one’s name across the back ofa 
bill, thereby engaging to compensate the holder or a subsequent 
endorser should it be dishonoured by the acceptor. By endors- 


aor ae ee a 


eet nin scm Mie sue 


ing a bill, an endorser takes upon himself the responsibility of } 


a new drawer. Endorsements are divided into two classes, 
“blank” or “ general” and “special.” A blank endorsement 
ig one where the endorser (in order to transfer his interest in the 


bill) simply writes his name on the back of the bill without — 


specifying the endorsee. An endorsement is special when the 


endorser transfers his interest in the bill to some special — 


endorsee say John Smith, as follows :— 
“Pay John Smith, or order.” 
** Pupil Bros,” 


The effect of this special enuorsement is that the instrument is’ 


only payable to the order of John Smith, who must further 
endorse it on negotiation. An Agent, or any other person who 
endorses and does not want to become personally liable, should 
add to his name the words sans recours, or without recourse to 
me, by which means he will avoid the contingent liability to 
which he would otherwise be subject, if the acceptor failed to 
honour the bill, In addition to the endorsements consequent 
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upon the ordinary negotiation of a bill, it sometimes happens 
that the acceptance by a certain person of a bill is not considered 
sufficient. That person may not be regarded as reliable for 
payment of the amount, and the drawer insists on someone 
endorsing or backing the bill which leads to a friend of the 
acceptor endorsing it, and thereby making himself liable for the 
amount in case of dishonour. Endorsers of a bill must therefore 
be always informed of dishonour; as all of them are, collectively 
and individually, liable for the amount. When the back of a bill 
is filled with endorsements, further signatures may be written on 
an allonge, which is a slip of paper of similar size and shape to 


a bill, pasted on the end thereof. The allonge must be attached _ 


to the bill before it is endorsed, otherwise it might become affixed 
to the wrong bill. The first endorser on the allonge should'so 
write his name that it appears partly on the bill and partly on 
the allonge, in order that the allonge may not be detached and 
attached to another bill of higher amount. 

In negotiating a bill, although endorsement is. generally 
required for’the security of the transferee, it is not always 


_ absolutely necessary. For instance, a bill or note payable to 
' bearer is negotiated by delivery, as well as a bill or note pay- . 


able to a person named, after he has endorsed it in blank, which 
endorsement makes it payable to bearer, and therefore also 
negotiable by mere delivery or transfer of possession. The 
person delivering the bill is called the transferor, and the person 
receiving it the transferee. Unlike an endorser a mere trans- 
feror does not, of course, incur any liability on the bill. A bill 
drawn in favour of Tom Sykes only, would prohibit its transfer, 
and would therefore be not negotiable, that is, its value could 
not be transferred to another by delivery. The same remarks 
apply to a bill with a restrictive endorsement as Pay John Smith 
only, Pupil Bros. ; ari 

Case of Need. The drawer of a bill being unable to know for 
certain whether the drawee will accept or, having accepted, will 
pay, may insert the name of a person to whom the holder may, if 
he pleases, resort in case of non-acceptance or non-payment.- 
This person is called a “referee in case of need.” In other 
words a “case of need ”’ is a statement occasionally put upon a 
bill of exchange by the drawer or one of the endorsers, naming 
& person who will guarantee its payment, and to whom the 
holder may_have recourse in case of dishonour. The following is 
the usual form :— é 

“In case of need apply to JOHN- SMITH, 
622 Moorgate Street, E.C., 
Pupil Bros,” 

The purport of this is, that if the bill is not paid at maturity 
John Smith (who knows your firm to have a reputation for 
integrity and financial honour) will pay it for your honour. 
Pupil Bros. would, of course, communicate with John Smith and 
ask him (if nezessary) to protect their signature by accepting the 
draft, so that they might be saved the discredit of it being said 
that a draft of theirs had been dishonoured. 
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Acceptance and Payment for Honour. When acceptance is 
refused and a bill is protested for non-acceptance, or where @ 
bill has been protested for better security and is not overdue, 
any person not being liable thereon may, with the consent of 
the holder, intervene and accept the bill supra protest, for the 
honour of any party thereto, or for the honour of the person for 
whose account the bill is drawn. If the acceptance does not 
state for whose honour it is made, it will be deemed to be for 
the honour of the drawer. An acceptor for honour is liable on 
the bill to the holder, and to all parties to the Bill subsequent 
to the one for whose honour he has accepted. In the case of 
inland bills, it is only to the holder of a current bill dishonoured 
=by non-acceptance, or accepted by a person who has since 
become insolvent, that an acceptance supra protest is of any use; 
and the noting and the protest are of no use except to give 
validity to such an acceptance. The acceptor supra protest 
must personally appear before a Notary Public, with witnesses, - 
and declare that he accepts such protested bill in honour of the 
drawer or endorser as the case may be, and that he will satisfy 
the same at the appointed time, and then he must subscribe the 
bill with his own hand. Where two or more offer to pay supra 
protest, that one is to be preferred whose payment will dis- 
charge the most parties, that-is, that person who proposes to 
pay for the honour of the earliest party to the bill. If the holder 
refuses to receive payment supra protest he loses his rights 
against all parties who would have been discharged by such 
payment. The simplest course for a person who wishes to 
protect the credit of a party to a bill is to pay the holder and - 
take the bill. It is only if the holder refuses to transfer it that 
payment for honour need be resorted to. 3 
Liability and Security. The acceptor of a bill is the person 
who is to be liable to the drawer, so long as it remains in the 
drawer’s hands, and he (the acceptor), is always the person 
primarily liable to the holder; and when the drawer delivers 
the bill to the payee, or bearer, or by endorsement transfers the 
bill to another, the drawer in his turn becomes liable as well as _ 
the acceptor, to the holder of the bill, and so does every 
subsequent endorser, the security thus increasing with each 
endorsement. om : 
Aecommodation Bills (sometimes called “ kites” or ‘ wind- 
mills ’’) are bills drawn, accepted, or endorsed, though no con- 
sideration or value has been given for them. Such bills are 
usually made by two or more persons with a view to their being 
discounted for the temporary convenience of and accommodating 
one or more of the parties concerned, each of them agreeing to 
provide the acceptor, at, or previous to its due date, with funds 
to meet the bill. A Trade Bill is one drawn in connection 
with actual trade operations. The term is used to distinguish 
the paper from @ bank bill or from a “kite.” A Bank Bill is 
one issued or accepted by a bank. The discount rates for bank 
bills are less than the rates for fine trade bills; for example, 
when the rates for three months’ bank bills are quoted at 
275 to 23 per cent., trade bills may be quoted at, say 24 to 
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2}. Fine Paper is the term used to indicate bills which are 
drawn upon banks or first-class firms. 

Protest of a Bill. A document containing a solemn declara- 
tion made by a Notary Public that he has presented a foreign - 
bill of exchange, either for acceptance or payment, that the 
answer quoted is the one he received, and that he formally 
protests against non-compliance with the demand. This docu- 
ment is engrossed on paper, impressed with a shilling stamp, 
after a bill has been noted, and it is drawn up for the holder’s- 
protection, so that recowrse may be had upon the drawers or 
endorsers residing abroad. Noting is really the preliminary 
step to protest; while protesting is practically extending a 
protest. Extension of protest is essential in the case of foreign 
bills, since a notarial protest is regarded by the laws of most 
foreign nations as the only legal evidence of dishonour, and 
therefore necessary to enforce the holder’s rights abroad. 

Usance. The customary period allowed between different 

“Countries for drawing bills of exchange. When bills are drawn 
between different countries there is a given period for which it 
is customary or usual for the bill to be drawn. This usual term 
is called wsance of bills. The extent of usance is principally 
controlled by two considerations :—(A) The distance and facility 
of communication between the countries. _(B) The quickness 
with which the goods can be sold. Double or treble usance is 
double or treble the usual time, and half usance is half that 
time. At Sight is a term sometimes used upon bills of exchange 
when they are payable on demand. Such bills do not need to 
be accepted. In book-keeping they are treated as cheques. 

A long bill is one having a long term to run, as 6 or 9 months 
after date or after sight; while a short bill is one payable on 
demand, at sight, or having less than 10 days to run ; also those 
bills received by bankers for collection and which have nearly 
matured. Short exehange is the rate for cheques or drafts at 
sight, or payable within a day or two. There being no question 
of interest involved, the variations of the short exchanges above 
or below the mint Par is the measure of the monetary balance of 
trade, including therein the movement of floating capital. 

Sole or sola means only one bill as opposed to a ‘‘ set”; First 
denotes the first of a set; a Copy is a facsimile or duplicate ; 
and Via means any one of a “set of bills.” 

The holder is the person in actual or constructive possession of 
the bill, and entitled at law to recover its contents from the 
parties to it. If the holder takes a eomposition-from the acceptor 
or maker, the other parties are discharged. Part payment, of 
course, has no such effect. 

The chief differences between a B/E. and a P/N. are as 
follows :—(1) A bill has three original parties—drawer, drawee, 
and payee ; a note only two—maker and payee. (2) The drawer 
of a bill-is liable enly in a secondary degree; the drawer or 
maker of a note is the principal debtor. (3) A bill is an order, 
a note, a promise to pay. (4) Notes do not require presentment 
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-one foreign country by a B/E. upon another foreign country. 


for acceptance, nor can they be accepted for honour. (5) The 
acceptors of a bill can only be liable jointly ; the makers of a 
note can be liable jointly and severally. (6) A Bill may be 
accepted conditionally by the principal debtor, but a note cannot 
be made conditionally by the maker. (7) Notes are not made 
in sets, nor is.a protest required in the case of a foreign note 
dishonoured here. j ; ; ; 
rbitration of Exchange is where a merchant pays his debt in 


A Documentary Bill is a B/E. accompanied by various 
documents such as invoice, B/L., policy of insurance, and letters 
of hypothecation ; these latter documents being available to. 
satisfy the amount of the bill in the event of its not being duly 
honoured at maturity. A elean B/E. is one in which there is 
no reference to documents. . 


£500. LONDON, 22nd July, 1920. 


| NINETY DAYS after sight,pay this FIRSTof Exchange 


Stamp é : : 
aie (Second and third unpaid) to our Order, the sum of Five 
illings. 


Hundred Pounds sterling, value received against Ta 


100/5, = 6 bales of Worsteds, per S.S. “ City of Athens.” Shipping 
Documents attached to be surrendered on payment. 
CHAS. MEE & CO. 


To Messrs. OWEN & DEW, \ 
; SYDNEY. 
: = = — = 
£145 108. 4d.. LONDON, 22nd July, 1920. 


| Stamp | SIXTY DAYS after sight, pay this FIRSTof Exchange 
| Shilltegs. (Second and third unpaid) to our Order, the sum of One 
Hundred and Forty-five Pounds,Ten Shillings,and Four 
Pence, Sterling, payable at the National Bank of India’s drawing 
rate for demand drafts on London, with interest at (6) per cent. per 
annum, added thereto, from date hereof, to approximate due date 
of arrival of the remittance in London, value received against 
BY\ ; 

Ata Z 1000/4=5 bales of Grey Dhooties, per S.S. “ Victoria.” 

As 


so > > =» 
To Messrs. BRUCE & SYKES, JONES & CO. 
CALCUTTA. 
Endorsement :——Pay the National Bank of India, Limited, or order. 
“ee , a Jones & Coa. 


N.B.—The above draft would be discounted by Jones & Co. 


with the bankers who acted as English Agents for the National 
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“Bonk of ‘Tadia. Attached to 


- 
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amount advanced, would be the following documents, viz. :— 
Invoice, Bills of Lading, Policy of Insurance, and Letters of 
Hypotheecation. Presuming that Bruce & Sykes paid the above 
draft on 20th October, and that it was calculated the remittance 
would reach London on 16th November, the number of days in 
respect of which interest would be payable would be 117, the 
amount being £2 16 —. The total amount payable in Indian 
currency by Bruce & Sykes, if the exchange were at 1/4, would 
amount to Rs, 2224 12a. 

528. BILL OF LADING (B/L.) A momorandum given by 
the brokers or owners of a vessel acknowledging the receipt of 
goods and an agreement as to their delivery, freight; &c. A 


B/L. sets forth the ship’s name, the skipper’s name, the port of ° 


destination, the number and weight of goods shipped, thei 
marks, the agreed conditions concerning freight and prirnfgge, 
and the name of the person to whom the goods are to be 
delivered. A B/L. is an instrument of possession, and, during 
the voyage, represents the goods shipped, just as a warrant 
represents the goods lodged in a dock warehouse. Any person 
in the lawful possession of a B/L. is therefore considered as the 
Jawful owner of the-goods for which it has been issued and 
invested, with all the rights and liabilities attaching to: them 
under the document. Like a warrant or any other instrument 
of credit, a B/L. may be either deposited with a creditor as a 
security for money advanced, or transferred to a buyer by means 
of endorsement, and the property of the goods will be thereby 
assigned either absolutely or by way of mortgage. A Clean B/L. 
is one in which there is no clause detrimental to the shippers. 
A B/L. must be impressed with a sixpenny stamp before 
execution. 5 
Shipped in good order and well conditioned by 
Messrs. Jones & Co., in and upon the good 


Stamp | Steam-Ship ‘‘ Victoria,’ whereof Captain — 
6d. John Dale is Master for this present voyage, 
embossed. | now lying at GOOLE, and bound for Ant- 
le werp, six bales printed cottons, bemg marked 


and numbered as in the margin, and are to be 

r delivered in the like good order and con- 
A Bi dition at the aforesaid port of Antwerp, or 
NS CN so near thereto as she can safely get (the act 
S14 of God, &c., excepted), unto Messrs. Bruce & 


ip Sykes or to their assigns, they paying 
Antwerp. freight for the said Goods, Two pounds, 
6 B/s seven shillings and  eightpence, with 
; primage and average accustomed, and 
numbered Charges as stipulated. In witness whereof 
1000 to 1005 the Master or Agent of the said ship has 
ee : 2 signed three Bills of Lading, of this Tenor 
respectively. and Date, one of which being accomplished 
Charges :— the others to be void. Dated in Goole, 13th 
July, 1920, Weight and contents unknown. 

Ee : JOHN DALE. 

t, 


‘draft as securities for the 3 


529. BILL OF SALE (B/S.). A Document assigning per- 


sonal property and generally given as security for a loan which 
must not be less than £30. It empowers the assignee to seize 
and dispose of the property assigned upon the non-fulfilment of 


certain conditions respecting the repayment of both principal” — 


and interest. Bills of Sale, which must be registered and 
stamped, are either absolute or conditional. An absolute Bill 
of Sale is a sale out and out, the property in the goods passing 
to the grantee, without the grantor retaining any rights of 
redemption. A eonditional Bill is a mortgage of personal 
chattels and its object is to secure the payment of money. In 
this case; although the property in the goods passes to the 


- grantee on the execution of the deed, the grantor holds possession 


of the goods until default, and has a right to redeem them by 
payment of the money secured by the Bill, While the signatures 
to a conditional Bill may be attested by one or more credible 
witnesses, it is necessary that a Solicitor should attest the 
signature to an absolute Bill. = 

5380. A BLANK CHEQUE is one signed by the drawer 
without any amount being filled in. When such a cheque is 
issued it is usually -with the intention that the payee or some 


other authorised person should fill in an amount sanctioned by ~ 


the drawer. A blank cheque is an unsatisfactory document to 
give to anyone, as it might easily fall into the hands of some 
person who would make a wrong use of it. ~ 

531. BOARD OF TRADE. A department of H.M. Govern- 
ment for the superintendence of all matters relating to the 
mercantile marine trade and navigation. The “Board of 
Trade Returns,” published monthly, supply information as to 
the imports and exports. 

582. BOND. A bond is a document under seal by whieh a 
person binds himself to pay a sum of money at a given time, or 


under special conditions. The person giving the bond is called ~ 
the obligor, and he to whom it is given the obligee. Bonds 


are often given by Governments and Corporations as securities 
for loans. According to their character they are named 
respectively : Bonds te Bearer; Currency Bonds; Exchequer 
Bonds; Gold or Sterling Bonds; Lottery Bonds; Registered 
Bonds ; Lloyds Bonds. : 


533. BONDED GOODS. Merchandise liable to duty, 


deposited in Government or Bonded Warehouses (known in 
France as Entrepéts) until the duty upon them is paid. While 
the duty remains unpaid the goods are said to be “In Bond,” 
a bond having been signed on behalf of the owners, that the 
duty will be paid when the goods are removed for consumption. 

534. BONUS. An extra dividend occasionally paid to 
shareholders in public companies when extraordinary profits 
are realised. Also a periodical addition made to Life Assurance 
Policies out of the ordinary profits of the business. 

5385. BOOK DEBTS are the unpaid a/es. or debts receivable 
standing in a merchant’s books; that is, the amounts owing 
to you by your customers or debtors; the Dr. Balances of 
personal a/cs. 


\ 
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536. A BOOM is an upward rush of prices produced by 


active speculation. This word is usually employed by financial ~ 


writers to signify a manufactured or manipulated advance, 
intended to attract the public to buy when prices are near the 
top. A Boom is often followed by a Slump, which is a sudden 
depreciation in securities, frequently resulting in a crisis, and 
eventually in a panic. 

537. BOTTOMRY. A contract by which the owner or 
captain of a vessel borrows money on the security of the bottom 
or keel, by which, a part being put for the whole, is meant the 
ship itself. If the ship be lost, the lender loses all his money. 
If on the contrary it returns in safety, he receives back the 
principal with interest at any rate which may be agreed upon 
between the parties. 

The necessity for bottomry generally arises when the captain 
of a vessel is forced, perhaps by his ship springing a leak, to 
put into a strange port, where he must raise money to pay the 
cost of repairs and other charges. Should a captain, after 
granting a Bottomry Bond, meet with further disaster, and 
have to raise more money by bottomry before the completion of 
his voyage, the last bond must be paid first, the holder of the 
first bond having to be content with the settlement of his claim 
last. Respondentia is a contract by which the owner or captain 


_of a vessel borrows money on the security of the cargo, in which 


ease the borrower is personally responsible and is bound to 
answer the contract. The chief difference between a Bottomry 
and a Respondentia bond is that the principal and interest 
secured by the latter document must be repaid, as the borrower 
is personally liable. 

588. BOUNTY. A bonus or premium paid by certain 
Governments to manufacturers or merchants, by which the 
latter are enabled to export certain goods at a cheaper rate, and 
so undersell other countries. 

539. A CAMBIST is a person who deals in foreign moneys, 
notes and bills of exchange. One who is skilled in the value of 


_ foreign moneys and the operations of exchange. 


540. A CASH CREDIT is an undertaking on the part of a 
bank permitting a customer to overdraw his current account up 
to a specified limit, usually ranging from £100 to £1000. It is 
usual for the customer either (1) to deposit securities to partially 
or fully cover the overdraft, or (2) to enter into a Bond, with 
two or more sureties, the latter guaranteeing to satisfy the 
claims of the bank in the event of the insolvency of the 
customer. The sureties should keep a watchful eye on the 
state of the accounts, and if they find that the customer is not 
conducting his business properly, they can authorise the bank 
to call in the lean and can give notice to withdraw their 
guarantee. A Commercial Credit is an undertaking whereby a 
bank engages to accept on behalf of an importer of goods 
documentary bills drawn upon it by the relative exporter for 
the cost of the shipment. The bank holds the documents of title 
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to the goods as security, as against the importer, upon whose es 


behalf it has accepted the bills. ; 

541. A CASH ORDER is a bill of exchange drawn by one 
person on another. For example, a wholesale dealer, Arthur 
Adams, who has supplied goods to, say, Bryan Bates, a shop- 
keeper, draws a cash order upon him usually in the following. 
form :— 

Boar Lane, Leeds, 
= £50. 8th June, 1920. 
2d. On demand pay to Lloyd’s Bank, Ltd., or order, the 

Stamp. | sum of Fifty pounds sterling for value received. 

2 ce MY ARTHUR ADAMS. 
To Mr. Bryan Bates, 
< Kirkgate, Wakefield. 

The order must be endorsed by the banker to whom it is pay- 
able, or, if payable to the drawer’s order, by the drawer. The 
gash order is sent to the banker in the town where Bryan Bates 
lives for collection, and the banker sends out. & messenger to. 
Bryan Bates’ address and presents the order for payment. It 
- is expected that the order will be paid in cash, though in some 

cases payment is received by cheque, when it is known that 
the drawer is perfectly good, and the cheque can be collected 
the same day. In some districts it is customary for the 
drawee, when the order is presented, to accept it payable at his 
bankers in the same town. When this is done, it should be 
passed through the local clearing house on the same day. The 
remitter of the order often gives instructions that, if it is not 
paid on the day of receipt, it may be held over till the following 
day. In the absence of such instructions the remitter should 
be advised if a cash order is held over. If the drawee is not at 
home when the messenger calls a note is left that the order is at 
the bank and requires his attention. Cash Orders are not, as 
a rule, accepted by the drawee and consequently he cannot be 
sued upon them, but if he gives his cheque in exchange, and it - 
is dishonoured, he can be sued upon the cheque. = 

542. CERTIFICATE. The paper which testifies’ to the 
ownership of stocks or shares in a joint stock company. It is 
issued under the common seal of the company, and is usually 
signed by one or more of the directors and the secretary. 
Except as a ready means of proving that the individual named 
-in the paper is the owner,of so man y shares in this or that limited 

company, numbered, say, from 1000 to 1100, on which so much 
has been paid up (or fully paid), or holds stockto the value of go 
much, the certificate has no value. Possession of it does not 
entitle the holder to claim the shares or stock standing in the 
name upon it. That can only be done in the event of the 
holder signing a transfer upon which the name of the transferee 
is to be found. Therefore the mere loss of a certificate of 
ownership does not entail loss of the property held. The proof 
being given to the company that the loss has taken place, the 


owner can usually get a new certificate on signing a Letter of 
Indemnity. 2 
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543. CERTIFICATES of PAST PROFITS. A paper issued 
by professional accountants, generally embodied in the _pros- 
pectuses of companies formed to buy businesses already in 
existenee, in which is set forth the net earnings of the concern 
to be taken over. Sometimes these certificates are reliable, 
oftener they are misleading ; but the deception is not necessarily 
the work of the accountant. Important facts about the business 
may have been concealed from him; it may be entering on a 
period of low profits or decay, or it may have been worked for a 
few years back, over which the accountant has been permitted 
to look, with a view to its transformation and sale. Complete 
reliance, therefore, is never to be placed on these certificates. 


544. CHARTER PARTY (C/P.). A contract by which an 
entire ship, or some principal part thereof, is chartered or 
let to a merchant (the charterer) for the conveyance of goods for 
a defined period of time or on some determined v e to one or 
more places. This contract can be made by the’ owner or his 
agent, or by the captain on behalf of the owner: This docu- 
ment mygt state the voyage to be performed and the terms on 
which thd goods are to be carried. It must specifiy the ship’s 
tonnage, the number of days to be consumed in loading and 
unloading (known as lay days), the demurrage to be charged 
for the ship’s detention beyond that time, the course she is to 
pursue, and all particulars necessary to bind the parties to 
the terms agreed upon between them. A certified copy of the 
original C/P. is made for the charterer. A time charter is 
one where the vessel is hired for a specified length of time; 
while a voyage charter is one where a vessel is chartered fora 
certain determined voyage or voyages irrespective of time: The 
stamp duty on the original is sixpence, which may be denoted 
either by an adhesive or embossed stamp. 


545. CIRCULAR NOTES, which are convenient in travel- 
ling, are obtained from a banker on payment. They are 
addresseds, by the issuing banker to his correspondents at a 
distance reqesting them to pay a sum named to the person 
named, whose signature is to be found in a separate letter of 
indication. The circular notes are already filled up with their 
amounts and signed by the issuing banker. All that the person 
named has to do is to present the letter of indication, his signature 
on which proves his identity, and endorse the notes with a 
like signature. If a thief steals the notes without the letter of 
indication, they are of no use to him. If he steals the letter as 
well and forges a signature resembling that contained therein, 
the correspondent who cashes the note cannot recover the 
amount from the issuing banker, and, if the banker pays, he 
cannot take credit for the payment as against the person whose 
name is forged. The person in whose favour the notes are 


drawn is not obliged to use them, and is entitled to have the 
"money for the unused notes refunded. 
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546. CLEARING. A system adopted by banks for exchang- 
ing among themselves, such bills, drafts, and cheques, due by 
any ene of them, which are in the possession of another instead 
of attending separately at the banks upon which they are 
drawn. The London Bankers Clearing House is the medium 


through which bankers obtain the amount of cheques and bills ~ 


in their hands for collection among other bankers. Clearing 
bankers settle the whole amount delivered during the day at 
this establishment by receiving or paying the difference in 
their amount by a single cheque on the Bank of England. 
Below are the official returns for five months :— 


1910. Weeks ending. | Town Clearing. |Country Clearing. Total, 
January 1 to April 6 £3,639,096,000 £308,777,000 £3,947,873,000 
els ,034,000 23,149,000 263,183, 
eel) 810,592,060 26,035,000 336,627,000 
ey Yi} 223,561,000 21,691,000 245,252,000 
May 4 | 316,522,000 23,573,000 340,095,000 
ue il 242,040,000 . 26,738,000 268,778,000 
y 118 266,845,000 22,137,000 288,982,000 
(25 216,717,000 21,073,000 237,790,000 
June 1 |. 307,771,000 22,612,000 330,383, 
Total...) £5,763,178,000 £495,785,000 £6,258,963,000 


547. CLEARING A VESSEL is the obtaining of the license 
of the Custom House Officer before a ship is allowed either to 
depart on her voyage or to clear herself after her voyage is 
completed. This license is known as clearance; which may be 
outward or inward. 

548. COMMENCING BUSINESS. A Joint Stock Company 
is prohibited from commencing any business or exercising any 
borrowing powers unless—(a) shares held subject to the payment 
of the whole amount thereof in cash have been allotted to an 
amount not less in the whole than the Minimum Subscription ; 
(6) every Director of the Company has paid to the Company on 
each of the shares taken or contracted to be taken by him, and 
for which he is liable to pay in cash, a proportion equal to the 
proportion payable on application and allotment on the shares 
offered for public subscription, or, in the case of a” Company 


which does not issue a Prospectus inviting the public to subscribe 


for its shares, on the shares payable in cash ; (c) there has been 
filed with the Registrar a Statutory Declaration by the Secretary 
or one of the Directors, that the aforesaid conditions have been 


complied with; (d) in the case of a Company which does not — 


issue a Prospectus inviting the public to subscribe for its shares, 
there has been filed with the Registrar a Statement in Lieu of 
Prospectus. On the Statutory Declaration ‘Ddeing filed the 
Registrar issues his Certificate that the Company is entitled to 
commence business, and such Certificate, usually described as 
the Trading Certificate, is conclusive evidence that the Company 
is so entitled. 

| 549. COMMERCE. The intercourse of nations in “each 
others produce and manufactures, in which the superfluities of 
one are given for those of another, and then re-exchanged with 
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other nations for mutual wants. There is a distinction between 

commerce and trade 3 the former relates to our dealings with 

foreign nations, colonies, &c., the latter to mutual dealings at 
ome. 


550. COMPENSATING INTEREST. Where the customer 
of a bank has two accounts, one in credit and one overdrawn, 
and the former is regarded as a set off to the latter, interest is 
allowed in the credit account to compensate for the interest 
charged on the overdraft, so long as the overdraft does not 
exceed the-credit balance. | 


; 551. CONSIDERATION. The price, motive, or matter of 
inducement of a contract, which must be lawful in itself. The 
consideration is the very life of a simple contract or parol 
agreement; while a speciality, or contract under seal, does not 
require a consideration to make it obligatory at law, the law 
always presuming a sufficient consideration, which the parties, 
except in special cases, are stopped from denying. The law, 
then, not only requires a consideration in the case of a simple 
contract, but that it should be valuable—i.c., a legal considera- 
tion emanating from some injury or inconvenience to the one 
party, or from some benefit to the other party. A good 
consideration, 7.¢., an equitable consideration founded upon 


_mere love, affection, or gratitude, will not support a contract. 


552. CONSOLS is an abbreviation of Consolidated which is 
a term used in reference to sundry funds or annuities bearing 
the same or different rates of interest, which have been severally 
merged or consolidated into one common capital. Hence 3% 
Consols, &c. Be. 


553. CONSUL. A Government official appointed to reside 
in some foreign country, to take charge of, facilitate, and 
extend the commercial affairs of his nation, and generally 
guard the interests of its subjects residing there. A consul is 
privileged to charge certain fees for sealing and signing pass- 
ports, invoices, and other documents which he attests. A 
Consular invoice is one which has been’ viséd (sighted and 
signed) by the consul of the country to which goods are being 
sent. Some foreign Gevernments demand that invoices of all 
goods imported there shall be duly attested by their Consul who 
resides in the district or country from which the goods are 
exported, the Consul being entitled to make a charge for each 
document viséd by him. 


554. A CONTRACT. An agreement between competent 
persons upon a legal consideration, to do or abstain from doing 
some act; or more shortly an agreement enforceable at law. 
The agreement may be by parol, 1.e., by word of mouth, or in 
writing not under seal; or, it may be by specialty (%.¢., by 
writing under seal), in which case it is more properly termed 
a covenant. And where a contract.is not by specialty, it is 
called a parol or sintple contract, to distinguish it from a contract 


by specialty.” A simple contract may be either written or a 


verbal, and must be made upon a consideration, in order that 


an action may be founded upon it. In certain cases, defined 


by the Statute of Frauds and the Sale of Goods Act, 1893, the 
contract, or some note or memorandum thereof, must be made 
in writing and signed by the party to be charged therewith. A 
debt arising under a, contract made by deed under seal is called 
a specialty debt. Whilst an ordinary or simple contract debt is 
barred, after the lapse of six years, a specialty debt becomes 
barred only after twenty years. 


555. CONTRACT NOTE. A short statement of the effect of 
a contract. In and for the purposes of the Stamp Act, 1891, 
this term means ‘the note sent by a broker or agent to his 
principal (except where such principal is acting as a broker 


or agent for a principal) advising him of the sale or purchase _ 


of any stock or marketable security.’ 


556. A CONTRIBUTORY is a person liable to contribute to 
the assets of a Company in the event of its being wound up: 
In all proceedings for determining and in all proceedings prior 
to the final determination of the persons who are contributories, 
the term includes any person alleged to be a contributory. So 
far as a Company limited by shares is concerned, no contribution 


may be required from any member exceeding the amount, if 


any, unpaid on the shares in respect of which he is liable as a 
present or past member. ; 


557. COPYRIGHT is the sole legal right to print or publish 
anything which belongs to the author or his assigns. Copyright 
commences from the date of first publication, and the author 
is deemed to be the first owner of the copyright therein. ‘The 
duration of copyright is the life of the author and fifty years 
after his death.. A copy of every book should be sent to the 
British Museum within one month of publication. The only 
safe way to regard money expended upon the purchase of a 
copyright is to treat it as the purchase-money of a terminal 
annuity of very short duration. 


558. A CORPORATION is created by an Act of Parliament 
or by a charter granted by the Crown, and is a legal ‘‘ person ” 
by itself. and continues as a distinct body, irrespective of any 
changes which may take place amongst the members. Railway 
companies are incorporated under private Acts of Parliament, 
and most trading companies under one of the Companies Acts, 
In considering an application for a loan; the banker must 
ascertain if the Corporation has power to borrow, and, if it has 
power, whether the money to be borrowed will cause the limit 
of such borrowing powers to be exceeded. In all dealings with 
a limited company, whether with regard to the borrowing of 
money, or the charging of the company’s property, or the 
manner in which cheques are drawn, a banker is taken to be 
acquainted with the merorandum and articles of association 
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of the company, and is affeeted with notice of all that is con- 
tained in those two documents. 


559. COST BOOK SYSTEM. ‘The Stannary Laws were 


passed in 1869 and 1887, for the regulation and management of. 


mining companies within the Stannaries (i.e., Cornwall and 
Devon). Such companies are frequently formed in accordance 
with a somewhat curious local custom, on what is known as the 
Cost Book System. This is a customary-form of partnership 
for working mines in Cornwall and Devon, according to which 
each partner is at liberty to transfer his shares without the 
consent of his co-partners. Any partner is at liberty to deter- 
mine his liability at any time by relinquishing his shares. No 
fixed capital is necessary, money being called up as it is 
wanted. The affairs of the partnership are managed by an 
agent called the purser, subject to the control of the partners in 
their periodical meetings. The purser and any one of the 
partners are agents for and can bind the whole body in respect 
of any contract relating to the carrying on of the mine, other 
than transactions in the way of borrowing money. The 
accounts are open to the inspection of the partners at the meet- 
ings, and the agreement into which the partners have entered, 
the receipts and expenditure of the mine, the names of the 
shareholders, their respective accounts with the mine, and the 


transfers of their shares, are entered in a book or books called . 


the Cost Book. , 

560. COUNCIL BILLS are Bills of Exchange on demand, 
drawn by the India Council in London (that is the Secretary of 
State for India) on the Government Treasuries of Calcutta, 
Madras and Bombay. ‘The Government of India has to pay 
to the British Government each year, some £18000000 for 
interest on loans and for the maintenance of the military and 
civil forces in India. Although the revenues of India are 
collected at three treasuries in silver, the amount due to us 
must be paid in gold. The readiest way to convert the silver 
into gold is by selling drafts for an equivalent amount of 
rupees payable in India.. The Secretary of State for India is 
advised from Calcutta, Madras and Bombay, that there is “a 
certain amount available for remittance, and thereupon he 
advertises that he is prepared to receive tenders for so many lacs 
of remittances or rupees on India. On Wednesday, in each 
week, the tenders are opened, and, if at the proper rato, 
accepted. The purchasers of these drafts are generally the 
Indian Banks, who have remittances to make to their creditors 
in India. ‘Therefore an India Council draft is equivalent to so 
much silver deposited in India. The purchaser of the draft 
pays gold to the British Government, while the India Treasury, 
on presentment of the draft, pays silver to the holder, who is 
the creditor of the purchaser. Money may also be transferred 
by means of Telegraphic Transfers (1/t’s) which enable a person 
in London to pay rupees to a house in Calcutta, on any particular 
date, on his paying an equivalent amount in gold to the 
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Bank, calculated at the transfer rate of the day, when the Bank 


financial paper :— 


would cable to their Calcutta Branch to pay the nominee the 
sum required. The following is the weekly report from a 


pel ; BILLs. 
= Rate, Tendered. Accepted. 
os sn di R's, R's. 
ae 1 333 .. 20,000 .. 20,000 100 
: 1 34% .. 57,00,000 .. 18,10,000 31 
w 1 333 .. 4,00,000 .. —~ 
: 1 3¢f .. 20,000 .. — 
* Total ..  61,40,000 18,30,000 
= TELEGRAPHIC TRANSFERS. 
Rate, Tendered. Accepted. 
s. d. R's, R's. % 
1 4p, on 2,00,000 .. 2,00,000 100 
5 = 1 4,4. .. 1,33,00,000 .. 39,70,000 3 


1 4 e+  18,00,000° .. tHe 


Total  .. 1,48,00,000 ..  41,70,000 


Tendered. Accepted, 
Grand Total .. R’s.2,09,40,000 .. R’s.60,00,000 


The amounts disposed of and rates obtained were as follows :— 
——— Council Bills 


R's. Average. Minimum. 

Calcutta........ 6,67,000 1/3-937d. 1/342 31% 
Bombay........ 6,14,000 1/3°987d. 1/34% 31% 
Madras ......+. 5,49,800 1/3-937d. 1/348 31% 
Telegraphic Transfer———_, 

R's. Average. Minimum, 

Calcutta....... . 28,36,000 1/4:033d. 1/44, 31% 
Bombay..... -.» 10,16,000 1/4:083d. 1/44, 31%, 
Madras Rrerstaveveks - 38,18,000 1/4°031d. 1/445 31% 


From April ist to May 10th, inclusive, the Council had 
granted remittances for R’s. 3,86,90,125, realising £2,568,799. 
To the corresponding date of last year R’s. 1,25,34,338, realising 
£783,622 had been disposed of. The amount offered next week 
will be 60 lacs. : 


561. COUNTER-SIGN. - The signature of a secretary, 
manager, or other subordinate officer to any writing signed by 
the principal or superior to vouch for the authenticity of it; 
e.g.» the order of a Town Council for payment of money out of 
a ‘borough fund’ must be signed by three members of the 
Town Council, and countersigned by the Town Clerk. 


562. A CREDIT NOTE (C/N.) which is a statement (in red 
ink), sent to a person showing the particulars of an amount in 
respect of which you are crediting him, is generally used when 
goods are returned, an abatement is being made, or an over- . 
charge rectified. 5 
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CREDIT NOTE. —_—625 Cheapside, 
ie LONDON, 22nd June, 1920. 
Messrs. Owen & Dew, Leeds. 


7 Cr. in A/c. with Charles Mee & Co., Ltd. | 


‘By Return of Goods invoiced 19th 
Pe DUNG os ar aneie gectofanyy cae es 9 | 10 


563. DEBENTURE. A. Certificate given by the Custom 
House to the exporter of goods entitling the merchant to 
receive payment for the drawback (excise duties returnable by 
the authorities on exportation of excisable goods) allowed on 
the goods being exported. : 


564. A DEBIT NOTE (D/N.). which is a statement, in the 
form of an invoice, sent to a debtor, showing the particulars of 
an amount in respect of which you are debiting him, is used 
when you discover that he has been undercharged for certain 
goods, or in the event of an invoice being undercast. 


DEBIT NOTE. 625 Cheapside, 
LONDGN, 30th June, 1920. 


Messrs. Owen & Dew, Leeds. 
Dr. te Charles Mee & Co., Ltd. 


ZEURRERNO Ce ses piStetes ane Oo £ 1.| - - 


To Undercasting of invoice- dated 


565. DEBTOR and CREDITOR. A Debt is that which is 
due from one person to another, whether money, goods, or 
services and whether payable at present or at a future time ; 
that which one person is bound to pay or perform for another. 
When a debt becomes due, it is the duty of the debtor to pay 
it without waiting for any demand. It is in general the duty 
of the debtor to seek out his creditor for the purpose of paying 
him. A ereditor is not bound to give change to his debtor, 
whose duty it is to tender the exact amount of his debt in legal 
currency (see Legal Tender). The ordinary mode of enforcing 
a debt, not exceeding £50, is by commencing an action in the 
County Court; for a larger sum proceedings must be com- 
menced in the High Court, but either party may have the 
action remitted to the County Court, if the amount does not 
exceed £100. Crown Debts are those due to the Government or 
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Crown in respect of Taxes, &c. The Crown claims priority for 
its debts over all other creditors, and to recover them by sum- 


smary process. A Judgment Debtor is one to whom directions 
have been given by a Judgment of the Court to pay a sum of 
money to another person, known as the Judgment Creditor. A 
Judgmént Creditor may enforce judgment in various ways :—(1) 


‘By writ of fiert facias, by which the sheriff can seize the — 


debtor’s goods. (2) By writ of elegit, by which the sheriff can 
take possession of the debtor’s lands. (3) By garnishee order 
by which debts due to the debtor from @ third person, e.g., a 
banker, can:be attached. (4) By a charging order, by which 
shares or stocks belonging to the debtor can be charged with 
the payment of the judgment debt. The Debtors’ Act, 1869, 
abolishes imprisonment for debt except in case of default of 
payment of penalties, default by trustees or solicitors, and 
certain other cases ; and provides for committal of debtors in 
default of payment of judgment debts which the debtor can but 


will not pay, and in certain other cases. It also provides for 


the punishment of fraudulent debtors. 


566. DEFAULT SUMMONS. A procedure in the County 
Courts for the summary recovery of a debt or liquidated 
demand. This summons, which the plaintiff may upon filing 
an affidavit of the debt, cause to be issued instead of the summons 
in the ordinary form, is personally served on the defendant, 
and if he did not, within 8 days after service, give notice in 
writing by post or otherwise to the registrar of the court from 
which the summons issued, of his intention to defend, the 
plaintiff may, after 8 days and within 2 months, upon proof 
of service or of an order for leave to proceed as if personal 


service had been effected, have judgment entered up for the © 


amount of his claim and costs. 


567.° DEMURRAGE. A charge of so much per day made 
by the owners of vessels for their detention beyond a specified 
time. Legal holidays and Sundays are not charged for. The 
term is also used for a charge made by railway companies for 
detaining their horse boxes, waggons, trucks, &c., beyond a 
given time. Keelage refers to the dues or fees paid by a vessel 
on her entering and resting in certain ports and. harbours in 
the Kingdom. Lay Days is a term used in shipping to signify 
the number of days allowed for loading or unloading ships, as 
agreed upon by the owners and charterers, or the owners and 
freighters, as the case may be. _The Lay Days commence as 
soon as the ship has been given permission to load or to 
discharge. 
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568. DESIGNS and MODELS are treated as an asset, - 


through the opening of a separate account. .They are depre- 
ciated annually, either by means of a fixed rate on diminishing 
values, or by re-valuation. 


t: 


569. DISTRESS is the legal remedy which consists in the 
taking of a chattel of the wrong doer by the injured party as a 
means either of compelling him to give redress or of obtaining 
satisfaction out of the thing seized. This remedy is principally 
available (a) where a tenant has made default in paying his 
rent (6) where a person liable to pay certain rates and taxes had 
made default in paying. Also where cattle stray and ~do 


damage they may be distrained upon. Replevin refers to a 


personal action to recover possession of goods unlawfully taken 


(generally applied to the taking of goods distrained’ for rent), 


the validity of which taking it is the mode of contesting if the 
pers from whom the goods were taken wishes to have them 

ack, whereas, if he prefers to have damages instead, the 
validity may be contested by action of trespass or unlawful 
distress. a ’ ; 


570. DIVIDEND (Div.) (1) The share paid to the creditors 
out of the funds realised from the sale of an insolvent’s estate. 
These dividends are sometimes paid by instalments. For 
instance, suppose that the whole of the assets of an insolvent 
cannot be immediately realised, the Trustee or Official Receiver 
would probably declare a “first dividend of 5/- in the £.”’ and 
subsequently declare a “second and final dividend of 5/- in 
the £:°° . 

(2) Ashare of the profits of a Public Company ; the interest 
payable on any portion of the national debt or other stock. 
** Hx. Dividend” is a stock exchange phrase to signify that the 
price at which a given security is quoted is exclusive of dividend. 
Unless so specified the security in question is “ cwm-dividend,” 
meaning that the interest accrued since the previous distribution 
is covered by the purchase money. A dividend warrant is 
an order for payment, in the form of a cheque payable on 
demand, and therefore transferable by endorsement. An 
interest warrant is an order for the payment of a’ periodical 
dividend, and is generally sent by post to the holders of 
registered and other public stocks, as the interest becomes due. 
Coupons are certificates of interest or dividends bearing 
different dates attached to the foot of transferable bonds and 
debentures. The word “coupon” means a cutting, and as the 
dividends fall duo the certificates are cut off and paid into the 


bank for collection just like a cheque. Unelaimed dividends 


on stocks and shares aré those not claimed by their owners, and 
the total amount in respect thereof should appear among the 
Liabilities in the Balance Sheet. Those on British Government 
Securities are paid over to the National Debt Commissioners at 
the end of 10 years, but the liability remains. 

Corporations and Companies when remitting dividends to stock 


or shareholders generally do so by means of a combined Cireular 
or Notice and Warrant, perforated across the middle, so that 


the Warrant may be detached for cashing. The following is a — 


specimen of the combined documents :— 


The Castner-Relluer Alkalt Companp, Wimited. 


{INTERIM DIVIDEND NOTICE AND warrant (22) 


18, ApcavEcH Lanz, Lonpox, E.C., 
28th May, 1910. 


Herewith 1 beg to hand you ,a Warrant on the Bankers of the Company 
for Dividend at the rate of £123 per cent. per annum foy the six months ending 
31st March, 1910. 


OnAGO__._Sharesof flesch .. . .. £€ JR 140: 
Less Income Tax at 1/2in the = SARE 

hl = ee 

———— Se 


I hereby certify that the Income Tax deducted wil) be duly paid to the 
proper official forthe receipt of Taxes, 
i 2 By Order, 
to A Saab hones <6 PERCY 8. COURT, 
Secretary. 


~ 


INTERIM DIVIDEND WARRANT FOR T THS ENDING ist MARCH, 1910. (22) : 
eee J = = 

NoBDT_ Loxpos, ‘28th May, 1910. ~ 4 
To Messrs. ROBARTS, LUBHOOK & Po,, 15, Lombéird Street, London.. z 
-_ = 

pay-A._ Fark hy, ot Bearer, 3 
the sum op liven APumedg = 
> z 

For and on behalf of Tas Gsornen-Kelunge Awgaut Company, Luurrep, * 

ae ae 

- 

= 

Ee 
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571 DOCK WARRANT. (D.W.) A receipt for goods 
lodged in public warehouses, showing date of entry, to whom 
the goods belong, the date rent commences, and such other 
particulars as are necessary to identify the goods. It requires. ? 
a 3d. stamp. Warrants for iron differ from warrants for other 
goods in so far that, by the custom of the iron trade, an 
endorsee obtains the goods free from any vendor’s claim for — 
purchase money. Where a bank has taken iron warrants as 
security, and the original purchaser had not paid for the iron, 
it was held that the bank was entitled to delivery of the iron, A 
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Delivery Order (D/O.) is an unstamped order from the owner 
of goods lodged at a warehouse, dock, or wharf, instructing the 
inspector to deliver the goods to the bearer of the order, or the 
party named thereon by endorsement. Botha D/W. and a 
D/O. are negotiable instruments; that is, they are documents 
which by passing from hand to hand, transfer the right to the 
aie referred to therein, and of which they are the title 

eed. 

572. EMBEZZLEMENT is the conversion by a clerk or 
servant of any chattel, money, or valuable security delivered to 
or received, or taken into possession by him for or in the name 
or on a/e. of his master or employer. Larceny is the unlawful 
taking and carrying away of things personal, with intent to 
deprive the rightful owner of the same. A person is guilty of 
felony if he steals, or for any fraudulent purpose, destroys, 
eancels or obliterates, any cheque, bill, note, certificate, deben- 
ture, deed or other security for money or for payment of money. 
Embezzlement differs from Larceny in this, that in the former 
the property misappropriated is not at the time in the actual or 
legal possession of the owner, whilst in the latter it is. 

578. ENDORSEE. The person who acquires the right 
conveyed by any negotiable instrument, B/E, B/L, D/W, D/O, 
in consequence of its being made over to him by endorsement. 
An endorser is one who endorses a bill or other negotiable 
instrument, and thereby transfers his interest or claim therein 
by writing hissname at the back of such instrument. 

_ °§74 ERRORS EXCEPTED, or Errors and Omissions 

Excepted, (E.E. and E. & O.E.) generally written at the foot of 
invoices, statements, and a/cs., in order to reserve the right of 
making rectifications at any future date. 

575. EXECUTION. (1) The putting in force the sentence 
of the Law in a judicial proceeding, such as the seizure of 
goods owned by a person against whom a judgment has been 
given in a Civil Court, for the purpose of satisfying the amount 
‘of the judgment by the proceeds of their sale. (2) The signing 
of a deed or will, or other written instrument, in such a manner 
as to make it legally valid. : ’ 

576. The FINDER OF GOODS acquires a special property 
in them, available against all the world, except the true owner ; 
he is bound, however, before appropriating them to his own use, 
to take all the means in his power to discover the owner. If 
the property had not been designedly abandoned, and the finder 
knew who the owner was, or with due exertion could have 
discovered him, he is held guilty of larceny if he keeps and 
appropriates the article. i 

577. A FIRM OFFER or REFUSAL is one where goods are 
offered to a merchant at a certain price within a given period, 
and until he has either refused them or the period has expired, 
they are not offered to anyone else. 

578. A FOLIO (Fol.) is an opening in a book, or two pages 
facing each other, both pages having the same number. This 
word, however, is often employed when speaking of a separate 
page, particularly when containing a debit and credit side. 


% 


writing or seal to the prejudice of another man’s right, er of a 
stamp to the prejudice of the revenue. 

580. FRAUDULENT PREFERENCES. Every conveyance 
or transfer of property or charges thereon made, every payment 
made, every obligation incurred, and every judicial proceeding 
taken or suffered by any person unable to pay his debts as 
they become due from his own moneys, in favour of any 
creditor, with a view of giving such creditor a preference over 
other creditors, is fraudulent and void against the trustees in 
Bankruptey if the debtor becomes bankrupt within three 
months. S ake 2 ; 

081. FREIGHT. The amount paid for the hire of a ship, or 
a charge for carrying or transporting goods or cattle by water. 
The cargo of a ship. Dead Freight is the compensation paid by 
the freighter of a whole ship for space remaining unoccupied 
when the cargo is not a, full one. < 

582. GARNISHEE. A debtor who has received notice not 
to pay money which he owes to a third party, who is indebted 
to the party giving the notice. A Garnishee Order may be 
obtained by a judgment creditor against a garnishee, attaching 
any debts due to a judgment debtor. Attachment is the seizure 
of a debtor’s property. 

583. GAZETTE. The official newspaper of the Government, 
said to have been first published at Oxford in 1665; on the 
removal of the Court to London the title was changed to the 
“London Gazette.” It is published on Tuésdays and Fridays 
and contains all the acts of state, proclamations, and appoint- 
ments to offices under the Crown ; also all orders in Council ; 
and such other Orders, Rules, and Regulations.as are directed 
by Act of Parliament to be published therein ; also dissolutions 
of partnership, notices of proceedings in Bankruptcy, Bills 
of Sale, Deeds of Assignment. The Mereantile Agencies of 
Kemp’s, Perry’s and Stubbs, all of Which give confidential 


advice and collect debts, also issue to their subscribers, weekly 


or bi-weekly, a Gazette, giving lists and“details of Bankruptey 
Proceedings, Administration Orders, Bills of Sale, Satisfac- 
tions, County Court Judgments, Deeds of Arrangement and 
Assignments, Dissolutions of Partnerships, Distribution of 
Assets, Chancery Notices, Warrants of Attorney, Winding-up 
Notices, &c. h 

584. GILT-EDGED SECURITIES, A familiar term used 
to describe stocks on which the interest is as absolutely safe as 
it is humanly possible for any income-producing investment to 
be, such as Consols, home municipal corporation stocks, the 
leading British railway debenture guaranteed and preference 
stocks, &c. 

585. GOODWILL. The value of a business bought as a 
going concern, over and above the cash price of its marketable 
assets, such as houses, lands, leases, plant, tools, and stock-in- 
trade. In a general way, goodwill should represent go many 
years’ purchase of the profits of a business—the fewer years the 
better. Three years is a good general average; so that the 


¢ 


579. FORGERY is the fraudulent making or alteration of a — 
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goodwill of a business returning £10000 per annum net, would 
be about £30000. Whatever paw ig Pad when a limited 
company takes over a private business, it is always included 
among the company’s assets, sometimes a’ a separate item, 
generally merely in one sum with the rest of the money paid for 
what may be described as a tangible asset. The study of all 
companies ought to be to write this item off out of income as 
quickly as possible, because it is a burden upon the revenue, 
and a source of weakness. If anything goes wrong with the 
company, so that its revenue declines, or if the company fails 
and has to be wound up, the money paid for goodwill is lost. 

586. HOLDING OUT. A legal expression indicating the 
representation by a person that he is a partner in a particular 

. A person who holds himself out as being a partner in a 
specified firm is liable as if he were a partner to any person 
giving credit to the firm in question upon the strength of such 
representation. 

_ 987. HYPOTHECATION is the giving over of a thing by 
_way of pledge or mortgage; as the giving of documents which 
convey a right to property—B/E., B/L., B/S.,° D/W., &e. 
When property of any kind is hypothecated as security for a 
debt, the property remains in the* hands of the debtor or 
borrower, and is thus distinguished from a pawn, where the 
property is given into the hands of the creditor or lender. A 
Letter of Hypothecation (L/H.), which is prepared in triplicate 
like a B/L., gives io the holder of the B/E. a lien upon t 
goods against which the bill is drawn. 

588. INCORPORATION. The formation of a legal or 
political body, with the quality of perpetual existence and 
succession, except so far as limited by the act of incorporation. 

589. “An INDENT was formerly a foreign order written on a 
form torn in a zigzag indented line from a counterfoil, so as to 
afford the means of detecting forgery or fraud; but this term 
now mneans any order received from a foreign correspondent. 

590. An INFANT is a person under the age of 21 years. 
Infancy is no protection’ against a claim founded upon a tort 
committed by an infant; but those “ under age” are subject 
to certain disabilities in respect of contracts. They have a 
qualified power of contracting, but are only bound by such 
contracts as are for their benefit and advantage. The Infants’ 
Relief Act, 1874, provides :—(1) That all contracts, whether by 
specialty or simple contract, entered into by infants for the 
repayment of money lent, or to be lent, or for goods supplied 
or to be supplied (other than contracts for necessaries), and all 
accounts stated with infants shall be absolutely void, proyided 
always that this enactment shall not invalidate any contract 
into which the infant may, by any existing or future statute, 
or by the rules of common law or equity, enter, except such as 
now by law are voidable. (2) No action shall be brought 
whereby to charge any person upon any promise made after 
full age to pay any debt contracted during infancy, or upon 


any ratification made after full age of any promise or contract 


made during infancy, whether there shall, or shall not, be any 
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new consideration for such promise or ratification after fuil 
age. It must be noted that an infant can contract for neces- 
saries, viz. :—Such food, clothing, medicine, and lodging as 
are necessary and suitable to the age, rank, and condition in 
life of the infant. It lies upon the plaintiff to prove that the — 
articles supplied were suitable not only to the condition in 
life of the infant, but also to his actual requirements at the time _ 
of sale and delivery. : 
591. INHABITED HOUSE DUTY is a permanent tax levied 
by the Government upon the annual value of inhabited houses 
and piaces of business, if also used as habitations, except by — 
the necessary caretaker. It is collected by the Income Tax — 
authorities from the tenant, and is not deductable from the — 
rent. The scale of duty is as follows :— 4 


Shops, inns, Farm Houses, 
Registered Lodging 
Houses, &c. 


Description 


of Property :— Private Houses. 


Notex-| £41 Ex- |Notex-| £45 Ex- 
Annual Value :— {ceeding| to ceeding| ceeding} to | ceeding} 
£40 £60 £60 £40 £60 £60 


= 


Rate of Duty....:...] 2d. |. 4d. |. 6d. | 8d. | 6d. | 9d. 


592. INLAND REVENUE. That portion (by far the 
largest) of the public revenue which is derived from the taxation — 
of home commodities, and duties on property and income, 
houses, stamps, probates, legacies, &c., as distinguished from — 
the portion derived by customs duties from imported com- 
modities, such as foreign wine and spirits, tea, &c. Contraband 
is the term used to denote articles in which trade is carried on 
contrary to the provisions of (a) international law and comity 
(b) the revenue laws of a nation. A Tariff is a list or-table of 
customs duties imposed upon specified classes of merchandise 
either on their importation or exportation. . 

593. 1.0.0. a written acknowledgment of a debt, so called 
because it commences with those letters, which custom has 
substituted for the words “I owe you” because they have the 
same sound. It ordinarily runs thus : 

To Mr. Henry Lender, I.0.U. Five Pounds, 
John Borrower, 1st January, 1916. 

If in the above form, it requires no stamp, being neither 
receipt, agreement, nor promissory note. If it contains a 
promise to pay the money it must be stamped as a promissory 
note, or as an agreement if the subject of which is of the value 
of £5. It is evidence of an account stated (see"par. 503) with the 
creditor, if named : if he is not named, it is prima facie evidence — 
of an account stated with the person producing it. It is not 
negotiable. - : : 

594, INSOLVENT denotes the state of being unable to satisfy 
the whole of your creditors in full, Inability to pay twenty 
shillings in the £. Solvent means the opposite. A Composition 
1s @ payment of so much in the £ by an insolvent debtor in — 
settlement of his debts, in lieu of the whole amount owing. 
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595. An INSTRUMENT is a writing containing some 
agreement, as a deed, contract, or order, &c. ; so called because 


_ it serves to instruct one in regard to what has been agreed 


1 
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Stock|- 

‘No. | Yards. £& |s./d, 
9834 Pei Ee OU MS ACK CELE avin, ita so .clecienie's @| 1/11) 4 |15/10 
2986 | 44 ,, 43 Sp ATC EG ASCHS Male Oat ae 2/2 | 4 |13) 2 
3004 | 46 ,, 45 MSO SCAVIEL) ats, scrreiirersleieiainio gs « 2/6 5 |12) 6 
4616 | 59 ,, 58 | Light Fancy Tweed .......... 2/8 | 7 {148 
1718 | 633,, 623} Coarse Cheviot ............ .| 3/- 9| 7 6 
B1084. 49 =,,48 4) Black: Worsted =. 6. 5. 0sce ce. 3/1 | 7 | 8}- 
7520 |992-o,, 01a Woollen Cord 6.0 ws cs cevcss 3/4 | 8 |10) - 
5110 | 29 ,, 284; Grey Overcoating ............| 3/6 | 4 /19| 9 
Rye beaees (Meeeg SO) GOLOLG. naif siececsie c's wie we viv se wares 3/7 | 6 | 9) - 
3 £) 50 flo, 5 
DHSCOUNT isis /sivreiere 23%, 1) 9/9 

Received by cheque £58 - 8. 
1st Jan., 1920, Silverwood pee £) 58 lel 


upon. 

596. An INVOICE (Inv.) is a statement setting forth full 
particulars as to the quantity, quality, and price of goods sold 
or consigned to a “tee or factor; the contents and marks 
of each parcel, and the charges (if any) upon them. Whether 
you purchase or sell goods, it is customary and advantageous for 
an Invoice to pass between the parties, simultaneously with the 
transmission of the goods. The advantages of an invoice are 
that on arrival of goods you can compare them with the par- 
ticulars contained in the invoice; and should any discrepancy 
be discovered it can be speedily rectified by communicating the 
facts to the seller of the goods. A Pro Forma invoice is an 
imaginary one made out for form’s sake, in order to ascertain 
what the charges are likely.to be; and also for the use of the 
Customs authorities when goods are being consigned to some 
place abroad. Some merchants, when receiving orders to buy 
certain goods somewhat outside their general line of business, 
ask for a pro forma invoice of the items they are about to 


“purchase, in order to ascertain the current market price of the 


goods, the manner and cost of packing, the discount, terms 
of payment, and the approximate cost the order would 


amount to. a 
Telegrams: “ Cloth, Huddersfield.” 907 New Street, 
Telephone No. 160. Huddersfield. 


28th November, 1919, — 


Thomas Sykes, Esq., Park Lane, Leeds. 
Bought of SILYERWOOD & Co., 
= Woollen and Worsted Manufacturers. 
Terms: One clear month’s credit. Dis. 24%. 


597, JETTISON is the act of deliberately throwing over- — 
board cargo or ship’s tackle, to lighten the ship in a storm, 
or when otherwise in danger. All loss which arises in con- 
sequence of extraordinary sacrifices made or expenses incurred ~ 
for the preservation of the ship and the cargo comes within 
“General Average,’”’ and this must be bgrne proportionately by 
all_who are interested. Barratry siathfies _any wrongful act, — 
wilfully committed on the part of the master or crew of the 
ship, with intent to defraud the owner, charteror, or insurer, 
whether by running away with the ship, sinking her, unlawfully — 
deserting her, or embezzling the cargo. = 

598, JOINT and SEVERAL LIABILITY. When two or 
more persons declare themselves jointly and severally bound, 
this means that they render themselves liable to a joint action 
against all, as well as to a separate action against each, in case 
the conditions of the bond or agreement be not complied with. 
The party to whom they are so jointly and severally bound is 
called a joint and several creditor. : é 

599. LAND TAX is a tax laid upon land and houses and 
was first imposed in 1698, being made perpetual in 1798, and 
superseding all the former methods of taxing either property or” 
persons in respect of their property, whether by tenths or 
fifteenths, &c. Although generally a charge upon a landlord, 
yet it is a tax neither on landlord nor tenant, but on the 
beneficial proprietor, as distinguished from the mere tenant at 
rack-rent ; and if a tenant has to any extent-a beneficial interest, 
_ he becomes liable to the tax, pro tanto, and can only charge the 
residue on his landlord. Houses and buildings appropriated 
to public purposes are not liable to land tax. The Acts of 1798 
passed for raising the usual annual land tax (£1989673 in 
England and Wales, and £47954 in Scotland) provided for 
its redemption and first fixed the quota to be paid by each 
- parish in Great Britain, Ireland being exempt. Subject. to 
redemptions the same amount has been subsequently collected 
in each parish to this day. The more agricultural counties, — 
upon which the burden of the tax has fallen most heavily by — 
reason of the depreciation in value of agricultural land, were ~ 
greatly relieved by the Finance Act, 1896, which fixes the 
maximum at 1/- in the £ in any parish, instead of at 4/-, which — 
former maximum it had reached or approached in more than — 
one agricultural county, such as Norfolk, Essex, Lincolnshire — 
and Suffolk. Subject to certain conditions and adjustments of — 
the assessment, the land tax may be redeemed (4) by the single — 
payment of a capital sum equal to 30 times the sum last assessed — 
upon land; or (2) by the payment of such annual instalments — 
of the aforesaid capital sum as may be agreed upon, subject to 
interest at 3% per annum on so much of the capital sum as _ 
remains unpaid. : 

800. LAND VALUES DUTY. The finanee (1909-10) Act, 
1910, imposes four new land taxes, viz. :—(1) The Increment 
Value Duty. (2) The Reversion Duty. (3) The Undeveloped — 
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Land Duty. (4) The Mineral Rights Duty. The* first two 
re taxes of capital, levied directly on owners; and the two last 
‘are taxes on income. 


(1) Inerement Value Duty which is at the rate of. £1.for 
every full £5 of the increment value, is payable as a stamp 
duty in respect of the increase accruing after the 30th April, 
1909, in the site value of land; but (1) the expression site value 
has a technical meaning given to it, and (2) it is not every 
increase in site value which gives rise to the increment value, 
the subject of the tax. The rough idea of site value is that of 
the value of the land, as a cleared site, ready for building and 
trade purposes. It is asserted that, as population and industry 
grow, the value of land in England for such purposes, steadily, 


automatically and inevitably increases. That increase is quite | 
_ apart from, and in addition to, any increase arising from the 


expenditure, skill or foresight of the owner or occupier. It is 
a steady stream of communal wealth deposited from year to 
year on the property of the fortunate owners of land in, or near, 
the growing towns and villages of the country. Hence that 


_ land is said to be naturally the legitimate subject of imperial 


a 
4 
> 


taxation. 


(2) Reversion Duty, which is at the rate of £1 for every com- 
plete £10 of the value of the benefit accruing to the lessor by 
reason of the determination of the lease, is‘payable within three 
months of such determination by the lessor, who is under an 
obligation to deliver to the Commissioners of Inland Revenue 
an account setting forth the particulars of the property and the 
estimated value of the accruing benefits. 


(8) Undeveloped Land Duty is levied directly onthe owner, 
and is at the rate of one half-penny for every 20/- of the site 
value. That land is deemed to be undeveloped which has not 
been developed by the erection of dwelling-houses or of build- 
ings, for the purpose of any business, trade, or industry 


_ other than agriculture (but including glasshouses or green- 


fe 


houses) or is not otherwise used bona fide for any business, 
trade, or industry other than agriculture. There are numerous 
exemptions. 

(4) Mineral Rights Duty, which is at the rate of 1/- for every 
20/- of the rental value of all rights to work minerals and of all 
mineral wayleaves, is levied on the proprietor of the minerals if 
he ig working them himself, and in any other case on the 
immediate lessor of the working lease. The immediate lessor, 
who is a lessee and pays rent, is entitled to deduct from his rent 
the duty paid by him in respect of that amount of rent. 


601. LEASE. A document setting forth the conditions of a 


' contract for letting lands or buildings for a life, a term of 


be 
a 


years, or at will, usually in consideration of an annual rent. 
The party who grants the lease is called the “lessor,’’ and the 
party to whom the premises are leased, the ‘“ lessee.”’ In a/es. 
of leasehold property such an amount should be written off each 


’ 
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year, in respect of the diminishing value, that the entire value 
will be exhausted at the expiration of the lease. An easy 
method of calculating the price that should be paid in order 
to receive a return of capital by the time of the expiration of 
the lease, and a fixed rate of interest upon such capital is as — 
follows :—Divide the proposed purchase money (say £720) by 
the number of the years to run before the lease expires (say F 
60), this may be taken to represent annual repayment of capital — 
(say £12). Deducting this amount from the net annual rental — 
(say £55) leaves a balance of £43, which is equal to nearly 
6% on the purchase money. Leases are usually prepared in 
duplicate, the lessee receiving the original Lease, signed by 
the lessor, and the lessor receiving the copy, known as the — 
counterpart. — : ; 

602; A LEGACY is a gift of personal estate by will, and may — 
be of three kinds :—(1) Specific (of a definite article), (2) 
General (a sum of money payable out of the general estate),.and ~ 
(3) Demonstrative (payable primarily out of a specific fund, or, — 
on the latter’s failure, out of the general estate). Government 
duty is payable upon all legacies. The duty is calculated 
according to a scale of duties imposed according to the near- 
ness of the relationship between the testator and the beneficiary. — 
If the estate is insufficient to pay in full the legacies bequeathed — 
by the will, the legacies are subject to abatement, 7.e., they rank _ 
pro rata for a proportionately smaller sum. : 

603. A LETTER OF CREDIT (L/C.) is a communication 
addressed by bankers or merchants to their correspondent or 
agent, either at home or abroad, requesting him, upon the 
credit of the writers, to advance the bearer a specific or an — 
unlimited sum of money, and debit the amount paid to their 
a/e. The chief differences between a L/C. and a B/E. are that 
the former is not an order, but a request of payment; that a 
L/C. needs no acceptance ; is not negotiable; and cannot be 
protested for non-payment. - ; 

604. LIABILITIES denote the whole amount of the debts — 
owing by a person or company, and also any contingencies that 
might probably arise from financial obligations. Liabilities — 
are the credit balances of the real and personal a/cs. in the — 
Ledger. s 

Contingent liabilities are those dependent on an uncertain - 
issue, of doubtful occurrence, which may or may not happen. 
For instance a bill receivable which you have negotiated creates — 
a contingent liability, inasmuch as you may be called upon by 
the owner to pay the contents in the event of the bill being dis- — 
honoured by the acceptor. Again, should you become a surety 
or bond on behalf of a principal, by guaranteeing the repay- 
ment of a sum of money, or by indemnifying an employer in 
respect of any losses occasioned by an employee, you would in” 
the event of the principal failing to fulfil his obligation, become 
liable for the amount specified. Bankruptcy is sometimes — 
caused by such habilities becoming immediate. } 


77 


605. LIEN, A right in one man to retain that which isin 
his possession belonging to another, until certain demands of 


the person in possession are satisfied. There are particular and 
general liens. 2 


Particular liens are those where persons claim to retain a 
thing for some charge or claim growing out of or connected 
with the identical thing; as where a dyer has a lien on goods 
delivered to him te dye, or where a banker has a lien upon 
securities pledged for the payment of a specific debt; General 
_liens are those where things are retained in respect of dealings 
with a person, such as where a hotel-keeper retains the baggage 
of a guest until the payment of the bill; or where a banker 
retains securities in respect of the general balance of hig 
customer’s account ; or where a solicitor withholds his client’s 
title deeds until his charges are paid. A Letter of Lien is 
sometimes given by a debtor to a banker, as security for an 
advance upon goods in the hands of a third party. The letter 
gs the banker to sell, in default of payment of 

he debt. . - 


606. LIQUIDATED DAMAGES is the ascertained-amount, 
expressed in a contract to be recoverable by an injured party, 


_. in ease of non-performance thereof. On the other hand, the 


amount recoverable in the case of a penalty is not the sum 
“famed, but the damage actually incurred. The whole distine- 
tion between the two lies in the construction of the particular 
contract, and in construing the terms thereof the Court will not 
-accept the phraseology of the parties as conclusive, but will 
enquire into the real nature of the transaction in order to see 
whether the sum fixed is to be treated as ascertained damages, 
or as a penalty to be held in terrorem over the defaulter. In 
the latter case, in spite of the stipulation, the Court will require 
actual proof of the loss. 


_ 607. LIQUIDATION. The winding-up or closing-up of a 
business or company by a person called a Liquidator, who 
collects all the assets and discharges all the liabilities. Such a 
firm or company is said to be ‘‘ In Liquidation,” the cause of 
which is generally insolvency. In a voluntary winding-up of a 
Joint Stock Company one or more Liquidators must be 


sappotnsed at a General Meeting for the purpose of winding up 
th 


affairs. Immediately upon his appointment all the powers 
of the Directors cease, except so far as the Company in General 
Meeting, or the Liquidator, sanctions the continuance thereof. 
Within seven days after his appointment a Liquidator must 
send notices to all the Creditors convening a Meeting, to be 
held on a date not being less than fourteen nor more than 
twenty-one days after his appointment. He must also advertise 
the notice of the meeting in the London, Edinburgh, or Dublin 
Gazette, according to whether the Company was registered in 
England, Scotland, or Ireland, and once at least in two local 
newspapers. The Liquidator must apply the funds—First, in 


paying the costs of the liquidation, including his own remunera- 
tion; Secondly, in paying the debts having priority in law ; 


” 


Thirdly, discharging the ordinary, debts; and Fourthly, in ~ 


distributing any balance among the contributories. 


608. LLOYDS is the title given to a set of subscription | 
rooms at the Royal Exchange used by underwriters for the — 
transaction of their business. It is the centre point in the © 


metropolis for all sea insurance business; and every species of 


intelligence relating to shipping is transmitted there from its j 


agents in all parts of the Globe, thus affording considerable 
advantages to the maritime interests of the country. Lloyds’ 
Register, published annually to merchants and others, furnishes 
valuable and reliable information respecting ships and their 
classification. It contains particulars of the tonnage, age, 
build,. nationality, character, and condition, &c., of every ship 
where owners comply with Lloyds’ rules. The register contains 
particulars of all British vessels of 100 tons burden and upwards. 
The mark Al. denotes vessels of the highest class, while that 
marked in red or 90 Al- denotes an inferior vessel; and the 
marks Ail., or 80 Al. vessels of the lowest class. 


609. LLOYDS’ BONDS. A railway company may not 


borrow in excess of the amount of the borrowing powers 
conferred upon it by Parliament; it may, however, issue to 
contractors for work done a form of bond or obligation which ig 


very much the same thing as a debenture, the contractors being — 


able to dispose of these bonds as if they were debentures. 
Bonds of this nature are termed Lloyds’ Bonds, from the name 
of the counsel who invented them. 


610. A MANIFEST is a form filled up by the Captain of a — 
ship, and lodged at the Custom House on leaving port, contain- — 


ing a description of his vessel, full particulars of her cargo and 
crew, and the ports of destination to which-she is bound. A 
Captain’s Protest is a declaration made by the Captain and 
crew, upon oath, as to the particular circumstances under 
which any injury to a ship,.or damage to her cargo, has arisen. 


The protest is generally prepared by and declared before a - 


Notary Public. A Supereargo is a person in a vessel who has 
charge of its cargo and trading transactions. He superintends 
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the sale of the cargo and procures other goods or freight for z 


the return voyage. 


611. MINUTE BOOK, Companies are required to keep 
Minute Books in which records of all proceedings of General 
Meetings and of the Directors’ or Managers’ Meetings must 
be entered. If purporting to be signed by the Chairman of 
the Meeting at which the proceedings were held or by the 
Chairman of the next Meeting, Minutes will be evidence of 
the proceedings, and until the contrary is proved every 
General Meeting or Meeting of Directors in respect of the 
proceedings whereof Minutes have been so made is deemed to 
have been duly held. and convened, and all proceedings thereat 
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to have been duly held. 
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It is advisable to keep two books, so 
that one may contain a record: of the proceedings at Directors? 
Meetings and the other a record of the proceedings at Share- 
holders’ Meetings. Members are usually allowed access to 
the General Minute Book, but they are not entitled to see the 
Directors’ Minutes. The Secretary should also have a rough 
Minute Book, into which the notes of the Meetings he attends 


-_ 


may be entered. Liquidators of Companies being wound up 


by the Court must keep Minutes of the proceedings of the 


various Meetings held, and any Creditor or Contributory may 
(subject to the control of the Court) either by himself or his 
agent inspect such books. 

612. MISDEMEANOUR. A species of crime or offence 
comprehending all breaches of public law less than felony, as 
libels, conspiracies, assaults, &c., which are not so atrocious as 
murder, burglary, arson, &¢., which are folonies. 

613. MONEY, Value may be defined as the general 
purchasing power of a commodity, while Price is such value 
expressed in relation to money. The value of a thing is the 
amount of other commodities for which that thing can be ex- 
changed ; or the worth of that thing measured in the terms of 
some other thing. Price is the consideration which is given 
under a contract in exchange for the supply of commodities or 


services. Thus, a Sale is defined to be the transfer of the 


property in a thing for a price. Therefore when goods are 
exchanged for goods there is no price, and the contract is one 
of barter and not of sale. Money is a measure of value and a 
medium of exchange; or that substance, of whatever nature it 
may be, which is, by common consent, and for the convenience 
of the community, employed to represent goods in effecting 
their sale. In civilized countries gold, silver, and bronze coins 
of a certain weight and fineness are used as money, on account 
of the scarcity of these metals, their portability, durability, 


_ uniformity and easy divisibility. Currency is a term applied 


to the legal medium of exchange of a nation, such as the current 
coins and notes authorised as legal tender. The eireulating 
medium or currency may be of two kinds; (1) Metallic or 
Specie. (2) Paper. Metallic currency consists of coins, which 
are pieces of metal of certain weights and fineness bearing 
a legal stamp. Bullion is gold and silver of varying fineness 
or purity in the form of bars, dust, groups, and coins. Coined 
money is of two sorts, which are called respectively standard 
money and token money, the latter consisting of coins which 
are not intrinsically worth the amount named upon them; 
e.y., the silver and bronze coins. Standard money is that in 
which the fine metal used is the standard metal of the country 
and is generally known as the standard of value, which has 
been defined as that coin or basis upon which the currency 
of any country is measured and regulated. England is a 
“gold standard’? country; Mexico and China are “silver 
standard’ countries; while France has nominally a double or 
§ 


- 


bi-metallic standard, but practically she has a 


of Bank Notes and similar documents which not only represent 


gold standard. > 
only gold being coined. Sterling is the name given to standard © 
English money or coin. Paper-currency or circulation consists — 


money, but which are made legal tender by the Government 4 


as being worth in coin the amount named upon them. The 
efficiency of paper money as a substitute for coins depends on 
whether the owner can obtain the equivalent in coin whenever 
he wishes. When paper money can be exchanged for coin to 
its face value on demand at the Government Bank it is called 
Convertible ;° for instance,.our Bank of England notes are con- 
vertible, as they are exchangeable at the Bank into sovereigns 
on demand .to the full amount of their face value. “ Incon- 
vertible’”’ paper currency is that which cannot be exchanged 
for coins on. demand, but must be accepted as representing 
its face value. Such -a currency is only legal tender for any 
amount in transactions between the inhabitants of the particular. 
country adopting it. In questions of exchange with a foreign 
country Rcouvel oe paper money is always at a discount, 


that is, it circulates at a varying rate below the value of the — 


coin which it professes to represent. Such a discount if known 


as agio or premium which may be defined as the difference — 


of value existing between real and nominal money as shown 
by the Continental rates of exchange; or the difference of 
value between specie and paper money in those countries 
where notes are not exchangeable for gold. Thus it is said, for 


instance, that gold is at a premium of 5% on paper, or that — 
there is an agio of 5% on gold, which means that 105 units in 


paper money are given for 100 units in gold. Legal Tender 


- means the current coin or medium of payment that may be law- — 
fully offered in payment of a debt. They are :—Gold of the 


full weight to any amount, Silver up to 40/-, Bronze up to 1/-, 
-and Bank of England Notes up to any amount in England and 
Wales, except at and by the Bank of England and its branches, 
but no one can be compelled to give change for. such notes 
except the Bank itself. A tender must be absolute and un- 
conditional, and the money must be actually produced at the 
time of tender. The word Bi-Metallism is used to describe 
the employment of two metals, to form at the same time, in 
combination with each other, the standard of value. A bi- 


metallic system of currency to be completely effective must, in — 


the view of those who advocate it, include two, essentials ; (a) 
An open mint ready to coin any quantity of either gold or 
silver, which may be brought to it. (b) The right on the part 
of a debtor to discharge his liabilities, at his option, in either 
of the two metals, at a ratio fixed by law. The term Mono- 
Metallism is applied to designate a monetary system in which 
the standard of value consists of one metal, whether silver or 
gold. Moneys of Account are the denominations or divisions 
of money in which accounts are kept. They may or may not 
correspond with coins in circulation, e.g., the moneys of a/c. of 
England are £ s. d., while in the case of France they are francs 
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_ Ghd cents. The Latin Uhion is the moiictaty inion organised 
between France, Belgium, Greece, Italy, and Switzerland, in 


all of which countries the amount in francs, &c., are converted 
as 25=£1. : F 


614. The MONEY MARKET is not a particular place or 
building where money is bought or sold, but is merely a term 
embracing the Bank of England, London bankers and bill 
brokers, the Stock Exchange, and dealers in money and credit 
who have either money to lend or who want to borrow money. 
The bankers collect money from all over the country, and such 
surplus as is not required for current purposes is lent on the 
market for various periods, and all the operations between the 
bankers, brokers, and discount houses constitute the business 
of the money market. If there is a large supply. of money and 
the demand for loans is small the rates charged will be low, but 
if, on the other hand, the supply is small and the demand 
large, the rates will be high. The money market is often 
referred to as “Lombard Street.” Cheap money is that 
which can be borrowed at a low rate of interest. Money is 
ealled “ dear”? when, owing to its scarcity, it can be borrowed 


only at a high rate. 


615, A MORATORIUM is an extension of time which is 
sometimes granted by the Government of a country for the pay- 
ment of debts. The circumstances under which a moratorium 
is allowed are always of a very exceptional nature. In con- 
sequence of the great floods in Paris in January, 1910, many 
traders suffered severely, and the French Government suspended: 
the law regarding the protest of commercial bills, and enacted 
that bills falling due between January 26th and February 15th 


were not to be protested for non-payment until after a delay - 


of twenty days. The respite was granted to the vafious 
departments which were affected by the floods. During the 
Franco-German war the French Government extended the date 
of payment of bills in Paris for three months.. During the great 
Huropean War in 1914, the British Government proclaimed a 
general Moratorium on the 2nd August, which was varied from 
time to time, and ended on 4th November. 


616, A NAKED DEBENTORE is one that is a mere acknow- 
ledgment of a debt and which is not secured by a mortgage or 
charge upon the company’s property in any way. 


617. A NEGOTIABLE document or instrument of credit is 
one which, in its transfer from one person ‘to another, conveys 
to and vests in the holder a legal right to the money or property 
which the document is issued for, or which it represents. 

Negotiability does not attach itself to every instrument, but 
only to those which have obtained it either by mercantile custom 
or statute: B/EH., P/N., Cheques, Exchequer Bills, East Indian 
Bonds, Circular Notes, Dividend Warrants, and certain Scrip 
and Bonds are negotiable. The term ‘‘ Not Negotiable’ has 


¢ 
3 - 


ee 


— no statutory signification whatever,on any document except as 
part of the crossing of a cheque. ban 


618. PAR, Equal value. Stocks and shares are said to be _ 


at par when their respective market and nominal or face values 


are the same. When the price of stocks or shares is higher 


than the face value they are said to be above par (or at a 


premium), and when the price quoted is lower than the face — 


value they are said to be below par (or at a discount). <A 
nominal share of £1 fully paid, if quoted at + premium would 


be 25s. per share; or a nominal share of £1, with 10/- paid up — 


quoted at a + premium, would be 15s., £100 nominal stock, if 


- quoted at 101, would be at a premium of 1. 


619. PAWN or PLEDGE, The transfer of negotiable 


instruments or a chattel (movable property) by a debtor, the ~ 


pledgor, to his creditor, the pledgee, to secure the repayment of 
a debt. The pledgee has the right of selling the property 
pledged if the pledgor fails to fulfil his obligations at the 
appointed time. A pledge is distinguished from a lien which a 
banker has upon any negotiable instruments that may be in his 


hands as banker, as the lien gives the banker merely a right — 


to detain the documents until the customer’s debt is paid. 


620. PATENT is the name for a grant by the Government 
of a country of a privilege enabling the patentee or his licensees 
to make, use, exercise and vend the invention, and to, restrain 
any unauthorised person from using or imitating it. . The 


duration of a patent when granted is 16 years, but every 


patent ceases on failure of the patentee to make the prescribed 


payments or annual instalments, unless he can show that the — 


default arose through an accident or mistake. Depreciation 


should be charged periodically, having due regard to the date — 
of the expiration of the Patent. Suppose an engineer purchases _ 


a Patent for £1400, and anticipates that full benefits will be 
enjoyed during the wh6le 16 years, he can spread the depreciation 
over that period, by writing off, say, £100 per year, thus 
leaving the debit balance of the Patent A/c. at the end of 
the first year at £1500. A separate account must be kept 
in connection with the cost of production and sales, so as to 
show the Gross Profit on the Patent. The following are simple 
illustrations of a Patent A/e. and the Trading A/c. for one 
year :— 


Dr. Patent A/c. : Cr. 


MOIS oS ee £ 
Jan. 1\To Cost of Patent .. 100 


1600} Dec.31 By Depreciation.... 
| » Balance ......0/d\1500 
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Dr. Trading A/c. of Patent for the year 1915. Cr. 


i aw, aoe ae eS SB 
To Cost of Production ....|/1000] By Sales ............... {1600 
re ROPrECIAtiON “Veicssjcsee oh LO ; 

ue GROSS PROFEE =. 5.../ 50 


£/1600}- ; £/1600 
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621. PERCENTAGE is a sum or number-signifying a ratio 
to ‘‘one hundred.” It is frequently convenient for purposes of 
comparison to reduce to a common basis the» various items 
contained in a given financial or accounting statement, and the 
basis taken is usually “one hundred.” In the case of a Trading 
and Profit and Loss A/c., it is customary, in reducing the accounts 
to a percentage form for the purposes of comparison, to take 
the amount of the sales or turnover as representing ‘one 


hundred,” and to work out the relation to the sales of all the 


other items contained in the statement upon this basis. Every 
item thus becomes resolved into its proportionate expression 
“yer hundred pounds of sales,”’ and it is frequently found that 
a statement expressed in this way presents for purposes of 
comparison of cost, a clearer view of the results attained than 
a Profit and Loss A/c. containing the actual figures.. In some 
cases it may be preferable to take the cost of the goods as the 
standard of comparison. In colliery accounts the cost per ton 
of coal won is the basis usually taken. 


622. POST-DATING means dating after the true time; 
while Ante-dating refers to dating before the true time. 


623. POWER of ATTORNEY. A deed granted by one 
person to another to enable him to act on his behalf. In certain 
Stock Exchange transactions, special powers are necessary, as 
follows :—Jn the case of all stocks inscribed on the books of the 
Bank of England, the London & Westminster, and other banks, 
or with the Crown agents for the Colonies, sellers are required 
to appear in person to transfer their holdings, accompanied by 
a stockbroker, who can identify them. In cases where it is 
difficult or costly for sellers to attend, they can apply for a 
Power of Attorney. This deed is drawn up by the transfer 
agents, and must be signed by the stockbroker in the presence 
of two witnesses. It is usual to appoint a stockbroker as 
attorney ; other persons acting must be identified by.a broker. 


624. A PREFERENTIAL CLAIM is one that is legally 
entitled to be satisfied in full (1) as a special preference, in the 
case of solvency, where the claim is to be paid out of the profits 
of a business, before a general division of such profits, or (2) 
as a general preference, in the case of insolvency, where a claim 
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is to be paid out of the assets, before the participation of the 
claims of other creditors. 


625, PREMIUM. (1) An annual payment for insurance 
against loss by fire, &c., or to assure a certain amount of money 
being paid on a person attaining a given age, or at death. (2) - 
The excess in quotation over the nominal paid-up amount of any 
security. (3) A payment to an employer on a pupil becoming 
articled or apprenticed. Bee 


626. A PRICE CURRENT (P.C.) is a list showing the 
market price of commodities. These lists are published in the 
daily newspapers and also in the various trade journals. Many 
merehants issue. a Price Current to their customers either 
bi-weekly, weekly, fortnightly, or monthly, showing the articles 
dealt in, and the current market price of each. Some firms — 
keep blank forms of prices current, the names of the staple 
articles of their place being printed, the columns for prices 
being left blank. -A Price List merely shows the definite price 
of articles offered for sale. These lists are chiefly issued. by 
retail drapers, grocers, &c., in the form of newspaper advertise- 
ments and handbills; Se 

627. PRIMAGE, This was originally a gratuity or allow- 
ance given by the shippers to the eaptain of a ship for his care 
and trouble in loading and taking charge of the goods while on 
board. It is now an additional percentage to the freight for 
the use of cable and ropes in loading and unloading cargo. 
The rate varies according to the customs of the various ports. 


628, PRINCIPAL, A responsible person for whom an 
agent buys, sells, or transacts other business; also a partner 
or head of a business house. The word “principal” is also 
applied to money lent out at interest. 


629. PROFITS PRIOR TO INCORPORATION. If a com- 
pany, incorporated at a given date, purchases a business as a 
going concern as from a date prior to the date of its incorpora- 
tion, the proportion of such profits made prior to the date of 
incorporation are not profits available for distribution as 
dividend to the shareholders. A company cannot make profits 
prior to the date at which it comes into being, and any such 
accrued profits therefore which have been bought by it should 
be written off the purchase price of the goodwill, or placed to 
a capital reserve account, or be otherwise set aside in such a 


manner that they do not subsequently become divided among > 
the members of the company. - 


630. PROMOTER. A man who makes it his business to 
prepare and launch limited liability companies on the market, 
He is generally a shark—one, #.e., who lays himself out to get 
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as much for his own pocket as he can out of the money sub- 
seribed by the public. Often he buys up businesses at a low 
price and sells them at a high one; often, also, he concocts 


_ schemes ab initio for the sole purpose of swindling the investing 
classes ; frequently he shelters himself behind other names, so 


that he may not be saddled with either liability or responsibility 
when things go wrong. Company-promoting as a profession is 
thus one of the most degraded a human being could adopt, 
although the promoter does not always, or often, pocket all the 


money laid upon the capital of a new company for promotion . 


purposes. He has to subsidise the Press—the more heavily 
the more his career or his company is shady—to pay extensively 
for advertisements, to divide up with his pals, to find qualifi- 
cations for dummy or guinea-pig directors; and as he nearly 
always carries his game to a point beyond the patience or 
receptive capacity of the public, he often ends by becoming 
bankrupt. - 


631. PROPERTY signifies the exclusive right of possessing, 


enjoying and disposing of a thing. The person to whom such’ 


right belongs is termed the “owner.” A Reversion is that 
portion left of an estate after a grant of a particular portion of 
it (short of the whole estate) has been made by the owner to 
another person, 


632. PROXY. A person appointed, usually by written 
authority, to vote at any meeting for another person who would 
have been entitled to vote personally. 


633. QUARTER DAYS, England: Lady Day, 25 March ; 
Midsummer, 24 June; Michaelmas, 29 Sept.; Christmas, 25 
Dee. Scotland: Candlemas, 2 Feb. ; ‘‘ Whitsunday,” 15 May ; 
Lammas, 1 August; Martinmas, 11 November. / 


634, QUID PRO QUO (what for what). Anequivalent. One 
thing for another. The mutual consideration and performance 
of both parties to a contract. 


635. QUORUM, The minimum number of persons neces- 
sarily present in order that business may be proceeded with, at 
any Meeting for the dispatch of business. Articles of Association 
usually determine the quorum of Members necessary for the 
transaction of business at Meetings of Directors or of the 
Company. Table A prescribes three Members personally present 
as the quorum for a General Meeting, and provides that, 
unless the. Directors fix some other number, the quorum for a 
Meeting of Directors is also to be three in cases where there 
are more than three Directors. If there are only three or less 


than three, and no quorum has been fixed, all the Directors 


must be present before any business ean be transacted. The 
presence of a quorum at a Meeting is essential. If the requisite 
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number is not present the Meeting must be adjourned or dis- 
solved, as may be specified by the Articles of Association. 
Table A provides for the dissolution if the Meeting was convened 
upon the requisition of Members and a quorum is not present 
within half-an-hour of the time appointed for the Meeting. If 
convened by the Directors, the Meeting must stand adjourned 
to the same day in the next week, and if a quorum is not present 
at the adjourned Meeting within half-an-hour from the time 
appointed the Members present form a quorum. If a quorum 
is not present at the commencement of the Meeting, all the 
business transacted is invalid. eal 


636. REAL ESTATE consists of lands (including the 
buildings thereon), whether of freehold or ecopyhold tenure; but 
not leaseholds, however long the term. For revenue purposes, 
however, leaseholds are liable (if at all) to succession duty, not 
legacy duty. Personal Estate or Property consists of money, 
goods, leases for years (however long), furniture and other 
chattels as distinct from real property. Chose means a thing. 
Choses are of two kinds—choses in action and choses in possession. 
A Chose in action is a thing of which # man has not the present 
enjoyment, but merely a right to recover it (if withheld) by 
action. Thus money at a bank, or money due on a bond, is 
a chose in action. This may now be assigned by writing, 
signed by the assignor, absolute in terms and notice in writing 
being given to the debtor. A chose in possession is a thing of 
which the owner is in the actual enjoyment. 


637. REBATE, Generally an abatement or allowance in 
price. Strictly, discount returned by a banker onga bill taken 
up before maturity, or by a banker or bill broker when dis- 
counted bills are taken back again, previous to their arriving 
at maturity, by the parties who placed them under discount. 
An Abatement is a deduction from a quoted price or value. 


638. RECEIPT (Rect.) A written acknowledgment of some- 
thing having been received. A receipt for money when the 
amount is for £2 and upwards, requires a penny stamp, which, 
if adhesive, must be cancelled by being written across, the cost 
of the stamp being borne by the receiver. A receipt should, at 
least, state the date, the name of the payer, the amount, what 
the payment is for, and the signature of the receiver, as below. 
A receipt written either on the front or the back of a stamped 
cheque requires a receipt stamp; either one penny or two half- 
penny stamps. A»Voucher is any book, document, or writing 
in proof of the payment or receipt of money ; or which in any 
way serves to attest the truth or correctness of accounts, or any 
other monetary transactions. As far as possible Petty Cash 
payments should be initialled in the P.C. Book by the person 
receiving the cash ; and payments by the cashier to his principals 
should be initialled in the C.B. 


~ 
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~ § Dock Street, Leeds, 28th December, 1920. 
Gray’s EsTATE. 


Received from Mr. George Terry the sum of Twenty Right 
Pounds Ten Shillings, being one half-year’s rent due to the 
Trustees of John Gray, deceased, at Christmas last. 


Cash....5 £2716 - 
: H\ienry Horn 

(RAXS waco a -14 - 

——_—_— For Seljf and Co-Trujstees. 

£28 10 - 


Receipt a Statement thus :— 
Received payment by cheque, £95 8 10. 
“4 5th} July, 19/20. 
CuarLes! MEE & Co.,| Lrp. 


Joun Djay, Secretary. 


639. A RECONCILIATION STATEMENT is one that is 
sometimes made out for the purpose of adjusting or testing the 


_accuracy of certain a/cs., such as a Rental, with the Rental of 


the previous year or the contents of the Cash Box with the 
Balance of the Cash Book (see par. 87); or the Bank Column 
of a Cash Book with the Pass Book (see par. 93). 


640. REGISTERED OFFICE. Every Company is required 
to have a Registered Office, to which all communications and 
notices may be addressed. Notice of the situation of the office 
should be filed at the time of the incorporation of the Company, 
and notice has also to be given upon any change of address 
taking place. 

644. REMITTANCE, A sum of money sent, transmitted 
or remitted from one person to another, whether it be by bullion, 
coin, note, cheque, B/E., M/O., P/O., or stamps. 

642, RENT is a profit issuing out of lands and tenements, 
either as compensation for possession, or merely as acknowledg- 
ment of tenure to the lord. In other words, rent is compensation 
or payment, made by the tenant to the owner of the land or 
premises demised. When there is no written contract the 
rent is payable on the demised premises, but in the case of a 
covenant on the part of the tenant to pay rent, it is his duty to 
seek out the person to whom itis payable. The Law presumes 
that a tenancy is an annual one, unless evidence to the contrary 
is forthcoming; and a Notice to Quit must be so given as to 


terminate the tenancy upon the anniversary of its commence- 


ment, 
Cottages and small houses, &c., are frequently let upon 


weekly, monthly, or quarterly tenancy, and where no written 


contract exists, the rent-book or form of receipt given, will be 
evidence of the character of the holding. By the term monthly 
tenancy a lunar, and not a calendar month is implied. Rent 


is due in the morning of the day appointed for payment, but. 


it is not in arrear until midnight. It is recoverable by distress 
upon the premises and during the continuance of the tenancy. 

In the case of agricultural lands, recovery by distress may 
not take place in respect of “ rent, which became due more than 
one year before the making of such distress,” though a custom 
by which the collection of rent is deferred will be recognised, 
and distraint may be legally made for a further sum correspond- 
ing with the deferred quarter or half year, as the case may be. 

In the case of bankruptey, the landlord’s preferential claim 
for rent is limited to one for siz months only, prior to the 
adjudication. Rent falling due after the adjudication of bank- 
ruptcy must be paid in full—until the trustee shall disclaim the 
tenancy. 

This limitation of the landlord’s power of distraint does not 
prevent his due reeovery of the arrears of rent by action in the 
High or County Court, In tenancies, other than those to which 
the Agricultural Holdings Acts apply, arrears of rent may be 
recovered by distress at any time within six years after the 
same shall have become due, 

There are several kinds of rents, viz. :— 


(1) Raek-Rent is a rent of the full annual value of the tenement, 


or near it. In no way does the term imply an exacting or 
excessive rental, but merely the full market value. 

(2) A Pepper Corn Rent is merely nominal and not intended 
to be paid. It is frequently found in the case of building 
leases, where, during the erection of the premises, in the first 
year or years of the term, no rent is to be charged. 

(3) A_Fee Farm Rent is a rent-charge issuing out of an estate 
in fee, of at least one-fourth of the value of the lands at the time 
of its reservation. The amount of the charge is a fixed one, and 
is perpetual. It is recoverable by distress and taxes may be 
deducted. 

(4) A Rent-Charge may be imposed upon land by deed or will 
—it forms a fixed charge upon the property, and is of the nature 
of rent, in that in default of payment it is recoverable by distress 
at any time within 12 years of its becoming due. The owner of 
the Rent-charge, however, possesses no interest in the reversion 
of the land—the Kent-charge is his permanently, but nothing 
more than that, however valuable the property may hereafter 
become. = = 

(5) A Ground Rent is created by the lease of land to a lessee, 
who contracts to erect houses or other buildings. The agreed 
term may be 60, 99, or even 999 years, and the rent of the 


: 


ground is a fixed sum, payable to the superior landlord, the 
lessor, in exactly the same way as an ordinary rack rental ‘is 

aid. A freehold grownd rent is one in which the reversion 
belongs to the freeholder, and a leasehold ground rent is one 
in which the immediately superior landlord is himself a lease’ 
holder. Income Tax at the current rate should be deducted in 
paying ground rent. 

(6) A Chief Rent is created in much the same way as a ground 
rent. The chief point of difference between the two lies, 
however, in the fact that a Chief Rent is perpetual, and the 
creator of it reserves no reversion. It is therefore of the nature 
of a Rent-Charge. : 

(7) A Quit or Free Rent is an annual payment made to a lord 
in respect of copyhold or freehold tenements in-his manor. As 

-g rule it is merely a nominal amount, owing to the great 


'+ difference in the present value in money compared with that of 


the time when the rent was created. The name signifies that 
the tenant thereby goes quit and free of all other services. The 
Quit Rent payable by a freeholder of a manor is often termed 
Chief Rent; and both come under the designation of Rents of 
Assize. They are recoverable by distress, but become statute 
barred after a lapse of 12 years. 

(8) Rents payable in connection with mining operations are 
dealt with on page 543. 

643. RUPEE, The unit value and the standard silver 
coin of British India, weighing 180 grains, eleven-twelfths fine. 
The exchange value of the rupee is about Is. 4d., but its 
intrinsic value, in consequence of the fall in the price of silver, 
is much less. The symbol ‘“ Rx.” denotes 10 rupees. Large 
sums of rupees are expressed in lacs. (100000) and crores (100 
lacs). For any sum above 100000 rupees (1 lac.) a different 
mode of decimal notation is adopted: thus, 135000 rupees 
would-be punctuated, 1,35,000 which would be read | lace or 

: c. lacs. Rs. a. D. 
lakh, 35,000 rupees ; while 9, 15, 16,500 .. 9 .. 8 would be 
read as 9 crores, 15 lacs, 16,500 rupees, 9 annas, and 8 pies. 

644, The SALE OF GOODS ACT, 1893, section 4, enacts that 
no contract for the sale of any goods for the price of £10 and 
upwards shall be enforceable at law, except the buyer shall 
accept part'of the goods so sold, and actually receives same, or 
give something in earnest to bind. the bargain, or in part pay- 
ment, or that some note or memorandum in writing of the said 
bargain be made and signed by the party to be charged or his 
agent, in that behalf. It is therefore essential that orders 
should be obtained in writing. Earnest is the sum paid by the 


* buyer of goods in order to bind the seller to the terms of the 


agreement. ; 

645, SALVAGE. An allowance or compensation made to 
those by whose exertions ships or goods have been saved from 
the dangers of the sea, fire, pirates, or enemies. The term 1s 
also applied to the goods and other property saved. A Derelict 
is a ship that has been abandoned at sea. 
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OE 646. SCRIP. A contraction of the word subscription, 
a. applied to the receipt or certificate given for shares or instal- 
A ments thereof in some public company, or an a/c. of a Govern- 
ment loan, pending the delivery of a share certificate. These 
documents are exchanged for the proper share certificates, in 
the case of fully paid up shares, as soon as the company is 
floated, and other cases on completion of the payment of all the 
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647, SEAL. Every Limited Company is required to possess - 
a Common Seal having its name engraven in legible characters — 
thereon. A rubber stamp should not be used as a Seal, as the 
name is not engraven thereon. In order that the Seal may not 
be used without authority, and may also be free from dust and 
observation, it is usual and advisable to keep it in a strong i 
box fitted with two locks, the keys of which should be kept by * — 
two Directors. Any Director, Manager, or Officer who uses or 
Re authorises thé use of any Seal whereon the name of the Com- 7 
pany is not so engraven renders himself liable to a fine not = 
exceeding £50. A Company transacting business in foreign 4 
countries may, if authorised by its Articles, have an. Official 
Seal for use out of the United Kingdom. Such a Seal must be 
a facsimile of the Common Seal, with the addition on its face of : 
the name of every territory, district, or place where it is to be a 
used.” Any person appointed for the purpose in any place not 
situate in the United Kingdom, and having the written 
authority of the Company under its Common Seal, may affix 
the Official Seal to any deed or other document to which the 
Company is a party in that place. The date and place of 
affixing the Seal must be certified in writing on the instrument ; 
_ under the hand of the person using the Seal. A deed or docu. - _ 
ment to which an Official Seal is duly affixed binds the Company 4 
as if it were under the Common Seal of the Company. : 


648. SECRETARY. The officer to whom the general - 
management of the affairs of a public department or company is 
entrusted. The Secretary is one of the principal Officers of a 
Company, and is wholly ‘or partly responsible for the accuracy 
of documents filed with the Registrar. He is personally liable 
if he omits the word Limited from a Bill of Exchange, Promissory 
Note, or order for goods unless the famount is paid by the 
Company. The Secretary is an agent of the Company, and 
representations made by him may bind the Company ; but if : 
the representations are outside the scope of the Secretary’s duty : 
the Company is not responsible. He is, of course, liable if he 
accepts any secret commission or bribe in contravention of the 
Prevention of Corruption Act, 1906. He should make~himself 
acquainted with the provisions of the Companies Act—particu- a 
larly those relating to the registration of documents and the 
keeping and entering up of Registers, Minute Books, &c. He 
should exercise care in serutinising transfers, proxies, and , 
other forms, and familiarise himself with the various details . 
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set out in this work relating to the inspection of Registers. The 
duty of rendering returns under the Income Tax Acts devolves 
upon him. When required by the Assessor he must deliver a 


Return containing the names and addresses of persons employed 


by the Company (including Directors and other Officers) whose 
remuneration exceeds £160 per annum, with particulars of their 
salaries and wages, ‘“‘ and by any other fees, bonuses, allowances, 
or emoluments” paid them, and he must also render accounts 
as required. 


649. SECURITIES are the written or printed documents 
which secure to a holder his right to any property. They may 
include certificates of consols, or any other Government or 
municipal stock ; exchequer bills, foreign Government bonds or 
scrip; railway shares or bonds; and debentures or share 
certificates of any other companies. As against advances the 
securities held may also include title deeds of property, mort- 
gages, dock warrants, bills of lading, or any other document of 
title, and bills of exchange. i 

650. STATEMENT. An a/c. rendered at certain times 


usually monthly or quarterly, giving dates and amounts only 
of each delivery of goods since last settlement, together with any 


- charges; and after deductions for returns, payments on a/c., 


allowances, &c., showing amounts due at date of statement. It 
is really a demand for payment. 
625 Cheapside, 
LONDON, 30th June, 1920. 
Messrs. Owen & Dew, Leeds. 7 
Dr. to Charles Mee & Co., Ltd. 
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651, SEQUESTRATION. A Scotch legal process, closely 
resembling English Bankruptcy proceedings, by which a law 
officer investigates an insolvent case, collects all the assets and 
distributes the amount realised among the creditors. 


652. SET-OFF or Counter Claim. A cross claim. The right 
of one party who is bound under a contract towards another —_ 
to set off a corresponding liability upon the side of that other 
party as counterbalancing the want of performance of the 
contract sued upon. 


853, STAMP DUTY. A tax imposed for revenue purposes, 
on bills of exchange, bank notes, cheques, licenses, deeds, and 
documents of every description (except wills and I.0.U.’s) 
receipts for money over £2, playing cards, &c. The term ad 
valorem, meaning according to the value and not to the number, 
weight or measure, is used in commerce principally with 
reference to the ad valorem custom and stamp duties, which are 
levied by the Customs and Inland Revenue Departments of the 
Government on goods and documents at certain rates per cent. 
on their value. 


654, STATUTES OF LIMITATIONS, The enactments 
fixing the periods within which rights must be established and 
debts recovered. The periods of limitations vary from 14 days 
to 60 years from the cause of action according to the subject of 
litigation. A common debt is Statute barred after a lapse of 
six years, unless a promise to pay or an unqualified acknow- 
ledgment in writing has been made by the debtor, in which 
case the debt is revived. The following are the periods fixed 
by the principal Statutes.of Limitation. 


PROCEEDING, . PERIOD. 
Award, action of debt upon, where the submission was 
thot byzspecialt y= scce-.cctactess opr ree 6 years. 
Award, etc., if submission be Specialty =... .cractscusuescteawe 20 years, 
Bill of Exchange, or Promissory Note, payable at a cer- Within 6 years after it 
tain perlodiatter dateiauariss. tresses tee ’ falls due. 

Copyright, action for infringement of ................ 3 years after infringe. 
ment. 

Crown, the, suits by, relating to land v.scccscscsseseocececeees. 60 years next before 

’ suit or claim, 

Debt (if not on specialty) 6 years. 

Debt on Specialty «++.| 20 years, 

Distress for rent-charg: 12 years. 

Distress for other rents .. 6 years. 

Land, right of entry for th 12 years, 

Legacies ... 20 years, 

Libels ... - 6 years. 

Mistake, equitab 6 years after its dis- . 
covery. — . 

Mortgage, money secured by, Recovery Qfow.c.tkee cee 12 years, 

Real property, action to recOVer ....scssseeseeesecccc 12 years after right 
accrued, - 

Rent, by lease by deed ~ cstcosssessoscciesssosserecssecsassveseecns..: 20 years, 

Rent, ordinary oa-.ce aetna ee 6 years, 

ROPIOVIN a. aceustpassviottrercaa ea eaien Taree et Rea 6 years. 

TLCSPASS Ss. cstcasssescahestsaass vaste ee ee 6 years. 
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_ 655. STOCKS. A term applied to the sums of money 
invested by private individuals in the national debts of any 
country, properly called the ‘“‘ funds”; also the separate credits 
warranted by the governments, municipal corporations, trading 
companies, or other corporate bodies, paying a fixed annual 
rate of interest for the loan. Guaranteed stocks are those upon 
which the interest is guaranteed by a Government or company. 
For instance, the Government of India has guaranteed a fixed 
percentage on the stocks of many of the Indian railroads. 
Inseribed stock is that for which no actual certificates are 


_ granted to the holders, but their names and the amount of 
stock they hold are entered or inscribed in a Register kept for 


the purpose, either at the Bank of England, the office of the 
Crown Agents for the Colonies, or some other Bank where the 
stock was issued. Such stock can only be transferred by the 
holder (or his representative by Power of Attorney) sjgning the 
Register that he has assigned his right to some other person, 
and, consequently, they are considered one of the safest forms 
of security against fraud it is possible to deal in. 

656. STOPPAGE IN TRANSITU. The stoppage of goods in 
course of their transit from one place to another, An unpaid 
vendor or consignor of goods has power to stop them in transit 
and prevent their delivery, if, since they have left his estab- 
lishment, the vendee or consignee has become insolvent. 

657. SUBROGATION. If a banker lends money to a 
company, which has no power to borrow, he cannot recover 


- from the company, but the banker has the right of subrogation ; 


that is, he is entitled to occupy the position of such creditors 
of the company as were paid out of the money he advanced to 
the company and to recover from the company the debts of 
the creditors so paid. Where a guarantor repays the full debt 
due to the banker on the account for which he is surety, he is 
subrogated to the rights of the banker—that is, he is thereby 


entitled to the banker’s right to sue the debtor, or to claim upon , 


his estate, and to the benefit-of any securities which the banker 
held. 

658. SURETY or GUARANTOR. A bondsman; one who 
undertakes to answer for the liability or performance of a duty 
for which another (called the principal debtor) is responsible in 
the event of the default of the latter. (See par. 604.) 

659. TALE QUALE. (T/g.) An expression used in con- 
tracts when grain and other produce is sold ‘‘to arrive” or 
“© off the coast” by a sample drawn at the port which the ship 
has touched at. It means that the cargo is held to be the same 
as the sample submitted, and that the buyer takes the risk of 
any damage the goods may afterwards sustain. 


660. TARE is the weight of a case, bag, box, sack, cask, 


-chest, can, glass, wrapper, or other article wherein goods are 


acked ; hence the word is also used as meaning the allowance, 
deduction, or abatement made in respect thereof from the gross 


re gr Lae | 


weight of the package. Tare is calculated in five different 
ways, viz.:—(1) by Real tare, which is found by actually 
ascertaining the weight of the boxes, sacks, vessels, &¢., wherein 
goods are packed, and deducting it from the gross weight 
of the parcel; (2) by Average tare, where the packages’ are 
numerous and of a similar size, when only a few are weighed 
so as to form an average for the whole; (3) by Customary tare, 
which is an established allowance for the weight of packages on 
the gross weight of certain goods, fixed by the custom of each 
particular trade; (4) by Estimated tare, which means that the 
weight of the packages are computed.and an estimated allowance 
agreed upon at the time of sale; (5) by Super tare, by granting 
an additional allowance when packages exceed a certain weight. 
Tret is an old customary allowance of 4Ib..on every 104 Ibs. on 
certain articles of merchandise as a compensation to the buyer 
for wear, glamage, or deterioration in transit, or for the dust or 
sand mixed with any commodity. Draft or Waste is an allow- 
ance or deduction often made on the gross weight of goods in 
consideration of their being damp, or mixed with dust, rubbish, 
or other extraneous substance. 


661. TERMS as to Price and Payment. “ Loeo ” merely 
means that the price quoted is the price of the goods sold at the 
place where they lie, without including any charges whatever 
for transit or removal. ‘ F.A.S.?’—free alongside ship—denotes 
the place of delivery, and that the seller pays all charges upon 
the goods up to their reaching the ship’s side, when the buyer 
must attend to their being put on board, and pay the dues and 
charges for slinging, &c. “ F.0.B.’°—Free on board—indicatés 
that the price quoted covers the cost of the goods, carriage to 
port, and shipping charges: ¢.e., the seller puts the goods on 
board free of all expense to the buyer, who pays the freight. 
“C. & F.’’—cost and freight—means that the price is to cover 
the cost of the goods, shipping charges and’ freight, in fact all 
_ charges to the destination of the vessel except insurance. 
“ C.LF.’’—cost, insurance and freight—means the last para- 
graph, plus insurance. “ Franeo,’? “ Rendu,’? or “ Free,”’ 
means ¢.1.f. plus foreign import duty and carriage to the door 
of the buyers, 7.e., the price includes every possible charge. 
“C.0.D.”’—cash on delivery—denotes that the buyer must pay 
for the goods at the time of delivery. ‘ Prompt Cash *?__nay- 
ment within two or three days of delivery. “Cash’®’ or 
“Net Cash ’’—payment within a week or ten days. 2107 
for Cash ’’—denotes that this discount will be allowed if payment 
be made within about a week of delivery. “5% within a 
month ’’—this allowance will be made subject to the payment 
within one month from date of delivery. “ Prompt Cash less 4 
mos.’’ means payment within a day or two less 4 months interest 
at 5% per ann., e.g., on £100 the discount would be £1 13s. 4d. 
“3 mos. net ’? denotes 3 months credit and no discount. « Cash 
against documents °’ indicates payment on delivery of B/L. and 
policy. “ Documents against acceptance ’? denotes that the 
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. shipping documents must not be handed over to the buyer until 


he has accepted the B/E. “ Documents against payment ?’°— 
the buyer must pay or honour the B/E. before receiving the 
shipping documents. 


662. A TRADE MARK is a name, symbol, picture, form of 
device applied to a trader’s goods for the purpose of distinguish- 
ing them from the similar goods of other traders, in order 
that he may secure to himself the profits arising from their 
reputation for superiority. A trade-mark differs both from a 
patent and from a copyright in its legal character. While 
Patent-right and Copyright protect the substance of the articles, 
the protection in the case of a trade-mark extends only to the 
device or symbol which is invented and adopted to designate 
the goods sold. A record of registered trade-marks is kept at 
the Patent Office, 25 Southampton Buildings, London, W.C. 


663. TRANSFER of SHARES. Members of a Company are 
at liberty to transfer shares in any manner provided by the 
Articles and subject to the restrictions contained therein. The 
document in which this change is effected is called the Transfer 


and has to bear a stamp proportioned to the amount or market _ 


value of the stock or shares transferred. Both buyer and seller 
must sign the Transfer in the presence, in England, Ireland, 
and Wales, of one witness ; in Scotland, two witnesses are often 
necessary. The Transfer is then forwarded to the offices of 
the Company, whose registrar effects the changes in the books, 
which act transfers the ownership. This is followed by the 
issuing of a new Stock or Share Certificate to attest the fact 
that the purchaser is now the owner of so many shares or of so 
much stock in the Company. Most Companies charge a 
Transfer Fee of 2/6 when registering a buyer’s name. 

664. TRUE DISCOUNT is the difference in value between a 
debt due on a given date an& the present time. “For instance, 
a B/E. drawn on the first Jan., payable in 3 mos. for £5050, 
would on the 4th Jan. be worth £5000, if discounted at 4% per 
ann. True discount, however, is rarely allowed in such trans- 
actions. In the above example the discounter would deduct 
from the principal the Commercial or Banker’s discount of £50 
10/-, which is practically interest at 4%. 

665. TRUST and TRUSTEE. A trust is a contrivance 


“whereby one party holds property, real or personal, for the 


benefit of another. Such person is called a trustee, and the 
person who benefits by the arrangement is called a cestui que 
trust. A trustee has the right to reimburse himself for out-of- 
pocket expenses, but he has no right to any remuneration for 
the performance of his duties unless expressly provided for by 
the document creating the trust. A Beneficiary is one in 
possession of a benefice ; also a cesius que trust, or person 
having the enjoyment of property, of which a trustee, executor 
&c., has the legal possession. The office of Publie Trustee was 
created in 1906 and is intended to empower the State, through 
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that Official, to act as Executor or Trustee to any person who 
-Inay desire the State to act for him in either of these, and other 


cognate capacities. The Act enables any person to appoint the 
Public Trustee, by that name or any other sufficient description, 


executor or trustee of a will, or trustee of a settlement; or _ 


custodian trustee of a will or settlement—that is, in this last 


respect, as trustee to safeguard the capital and safe investment 
only, leaving the management of the trust to personal trustees. - 


The advantage of appointing the Public Trustee is that he is 
perpetual, no expense of appointing new trustees ever arising ; 
he will never leave the country, or become incapacitated ; and, 
more important than all, the removal of the risk of loss from 
incompetency or dishonesty, the State making good to the estate 
of which it has charge, wherever a private trustee would be 
liable, all losses to which the Public Trustee in any way con- 
tributes, and which by the exercise of reasonable diligence 
could be averted. The official address is 4 Clement’s Inn, 
London, W.C. 


666. TURNOVER. The total sales of a trader within a 
given period. In banking, the total of the debits or the total 
of the credits placed to an a/c. within a given period. — 


667. ULLAGE. The deficiency from full measure in casks, 
bottles, or other vessels containing liquids, either through 
leakage, breakage, evaporation or otherwise. 


- 668. ULTRA VIRES means beyond the powers. The 
expression is often used in connection with the borrowing 
powers of a company. If the directors have power, under the 
memorandum and articles of association, to borrow up to a 
certain fixed amount, it is of vital importance that a banker, 
who contemplates a loan to the company, should see that, 
before granting the loan, the directors are not acting ultra vires, 
that is, that they are not exceeding or going beyond their 
powers. The directors are hedged in by the memorandum of 
association and beyond that hedge they cannot go. Intra Vires 
means within the powers given in the memorandum, 


669. UNDERWRITER (U/w.). A marine insurer so called 
from his writing or subscribing his name under each policy of 
insurance, as a guarantee that, in case of loss or damage, he 
will be responsible for the amount subscribed by him. Also 
one who subscribes to a contract of indemnity against failure 
to obtain applicants for a specified number of shares or amount 
of loan. Underwriting is the guaranteeing of either the whole 
or a portion of the Capital of a Public Company before the 
issue of same. is offered to the public, a commission payable 
either in cash or fully-paid shares, or both, being given to those 
who guarantee to take up, or find approved subscribers for 
& given number of shares, in the event of the publie not sub- 
scribing the full amount required. When the underwriting is 


completed, the prospectus of the Company is publicly advertised, 
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both by newspaper advertisements, and the issue of prospectuses, 
and the whole amount subscribed by the public as a result 
thereof goes in relief of the underwriters. If the public contribute 
the full number of shares, the underwriter’s responsibilities are 


ended, and he receives the full.amount of commission for the — 


risk he has incurred, together with whatever amount he may 
have deposited in respect of his underwriting contract. If, 
however, the public do not subscribe the full amount required 
to complete the issue, then each underwriter is responsible, and 
may be called upon to take up shares to the extent of the 
proportion of the amount underwritten by him and not taken 
up by the public. 


670. USURY is an exorbitant rate of interest charged by 
money lenders. Where proceedings are taken by a money 
lender for the recovery of money lent the Court may, upon 
evidence, decide that the interest charged in respect of the sum 
actually lent is excessive, and may relieve the person sued from 
payment of any sum in excess of the sum adjudged by the 
Court to be fairly due in respect of principal, interest and 
charges. 


671... VENDU is a colonial phrase signifying .a public 
auction. The place of sale is sometimes called “the Vendue.” 


672. WAREHOUSING is a system adopted by merchants of 
storing goods in public warehouses, until sales are effected. A 
Warehouse Warrant (W/W.) is somewhat similar to a D/W., 
and like the latter is a negotiable instrument. (See par. 571.) 


673. WARRANTY. A guarantee or stipulation. In con- 
tracts for the sale of goods a warranty is defined ag: “‘ An 
agreement with reference to goods which are the subject of a 
contract of sale, but collateral to the main purpose of such 
contract, the breach of which gives rise to a claim for damages, 
but not a right to reject the goods and treat the contract as 
repudiated.” 


674. WATERING. The act of increasing the face value of 
stock or shares without making any equivalent increase in the 
value of the assets they represent: 


675. WAYLEAVES include all the paym&nts which are 
made for the privilege of easements over another person’s 
property. As examples one may quote rights of way, water, 
light and air; encroachments by overhanging eaves or other 
portion of buildings; telegraph and telephone poles. Such 
easements are, as a rule, the subjects of agreement between the 
parties, and a rental either of substantial character or of a more 
or less nominal amount is payable in respect of them. 


676. WINDING UP is the process by which a Limited 
Company terminates its legal existence. A company cannot 
be made bankrupt ; it must be wound up. Bankruptcy, how- 
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ever, is not always the cause of winding up; “there may be 
other causes; and a perfectly solvent company is sometimes 
wound up in order to amalgamate with another, There are 
three methods of winding up :—(1) Compulsory, t,e., by order 
of the Court, (2) Voluntary, -i.e., by the Company itself, (3) 
Voluntary under supervision of the Court. 


677. WINDOW DRESSING is the arranging of a Balance 
Sheet by a company so as to make a good show. f 


878. WITHOUT PREJUDICE... A phrase used in negotia- 
tions of compromise or offers to settle disputes, in order to guard 
against any waiver or right should they be ineffectual and go 
off. 


679. YEARS’ PURCHASE. The value of property is often 
indicated as being equal to the rent for a certain number of 
years. For example, a house with a rental of £50 at 20 years’ 
purchase = £1000. If £1000 is paid for the house, the invest- 
ment thus. yields 5 per cent. 


680. YIELD. A statement that a stock or share will yield 
so much per cent., means that the return to the investor is at 
that rate on every £100, or part of £100 of capital sunk. For 
instance, a 43 per cent. stock at 108 will yield £4 3 4 per cent. 


681. The ZOLLVEREIN, or Customs League, is the com- 
mercial union of the German Empire, Luxemberg, and two 


Austrian communes for the regulation of a uniform rate of. 


customs duties throughout the various states comprised in the. 
union. All the receipts of the Zollverein are paid into a common 


exchequer, and distributed pro rata of population, among the 
states included. 
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TRADING, Profit & Loss A/cs., 


AND — 


BALANCE SHEETS, &, 


For the use of Advanced Glasses and Business Purposes, 


printed and ruled in skeleton form, to facilitate the working and drafting of 
advanced exercises ; consisting of three neatly arranged foolschp sheets. They ; 
give at a glance the method of setting ont the various items, and thus save the , 
student from having to make many references to his textbook, as well as from 
much laborious reading ; they are, in fact, a concise and handy exposition of 
modern practice in regard to the preparation of Trading, P. & L. A/es. and B/S. 


SHEET 1.—Combined Trading, P. & L., three Capital A/es. and B/S. for the 
PRIVATE TRADER or firm. 


SHEET 2.—Trading, P. & L. A/es. in sections, Appropriation A/e. and B/S. 
for the accounts of a LIMITED COMPANY. 


SHEET 3,—STATEMENT OF AFFAIRS and DEFICIENCY A /C.in Bank= 4 = 
tuptcy matters in official order, similar to those in actual uge. 2 


It is advisable that the time of advanced students be reserved as much as. 


possible to the solution of problems and the study of principles, rather than the o. 
drudgery of writing. . : 


Specimens of the three sheets, 1/1 POST FREE, may only — 
pe had from Arthur Fieldhouse, P.O, Box A, 27, Huddersfield. 
Terms for quantities on application. 
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Ap A a ect agg ti 1917 971 he ee eee LOL OTD 
sal eet 1919 973 Serhan. Sede toate, teh 1913. 716 
National Union of Teachers, Se ey ae se teg e A pe fe 
”> coe Be cee cee eens 
Elementary ........... 1908 147 
Ate (eS ee orcrse .-1909 148: Midland Counties Union. 
Biase Sea ée ae oe os 1910 149 | Advanced ......+-+++- 1906 722 
Mc cccrkalvis sedis -« 1911 150 | 1907 722 
= 2 LEZ, hee 1912 1651 | Pe ee ed ae ee 1909 723 
A et Care 1913 152 | pkg a eee 1910 .724 
PeeAdyanced —... 2:0. ..05> 1903 685 | oo nya te Saree oe 1911 725 
|S RIS ae a 1904 687 PN ee Naat 1912 727 
| en Sushi ac 1905 688 Ry che nas oe 1913 727 
5 SO eae 1906 689 Pe ot RPTL Meee 1915 728 
a Se eee 1907 690 ee ae ee 
aR a 8 Institute of Bankers. 
; 39 . wececseeconeeratt 92 Pp ly nj 1903 730 
re oa a 1910 694 reliminary ...-.-++++e+> 
A ereiats WIT 69h ae rts ese pata oe 
Z é eee es FTO 60% rier ls peti zasissthe canaries son tush 903 732 
a eae iptae 699 Oe ee ek ooo 1904 734 
“0S Rae en igs shea Re ares ce 1905 736 
17 een alas 1915 701 Pe Dec Pee oA Le Pe IN 1907 738 
Px Loe DEE Sapte ioe ee ate Bee ee Institute of Secretaries. 
Lancashire & Cheshire Union, | June .......---++++++: 1905 740 
STL) Selita GRO ae ae 1907 225 | December ......-..++- 1905 741 
BS i otaiis'e Biss aye scehe00'4 1908 226 | June .......sseeeeeeee 1906 742 
Rie ca Saisie eat a arolnvie. ss 1909 227 | December ......+--+-+- 1906 744 
eter d atte Sit iets eae 1910 228 | Jume ... eer ecveeroees 1908 746 
og ER ee eee es 1911 230 | 
“, Sieh ae tee Aele as sie 1912 231 
A Teacher under the London County Couneil writes :—Please 
allow me to express my gratitude for your valuable Keys, Iam 
at present taking about 60 students a day at all stages of Book- 
keeping, and the fact that T have been able to satisfy all their 
varying requirements and correct their exercises, without en- 
croaching upon my leisure, speaks more highly for the utility of 
the Keys than any encomiums. To me, at any rate, the volumes 
are worth more than their weight in gold. 
‘ 
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ROYAL SOCIETY OF ARTS. (Advanced, May, 1917.) 


1. On lst Jan., 1916, Rayon d’Or, Ltd., offered for subscrip-— = 


tion 500 5% Debentures of £100 each at par. List closed 1 

Jan., 100 Debentures only being applied for. On Ist Mar., the 
balance of the issue was offered for public subscription at 98, 
and 300 Debentures were applied for as on 10th Mar. On Ist 


July, being in need of funds, the Co. borrowed £5000 from the — 


Bank, with whom they lodged the remainder of the Debenture 
issue by way of collateral security. Record these transactions 


in the Co.’s books, and show how they would appear in the - 7 
B/S. _ Assume that all the Debentures applied for by the public _ 


were duly paid for as on 12th Jan. and 12th Mar. respectively. 


2. The prospectus of the 5% War Loan, 1929-1947, announced : 


that applicants were entitled to have their holdings allotted in 
any of the following forms :—(a) Inscribed as Stock, (6) Regis- 
tered as Stock. (c) Bonds to Bearer. Explain the meaning of 


3. Is the ordinary form of Profit & Loss A/c. suitable for 
employment by a Life Assurance Co. ? If not, explain how the 


profits of such undertakings are ascertained. 4. Describe the 


differences which exist between a Statement of Affairs and a 


B/S. Give a specimen of the former a/e., and explain how itis 


5. The George Waud Manufacturing Co., Ltd., was regis- 
tered in 1914 to acquire the business of G. C. Waud & Sons. 
The Nominal Cap. consists of 50000 shares of £1 each. The 
following balances were extracted from the books of the Co. as 
on 31st Dec., 1916. Prepare Manufacturing and P. & L. A/es. 
and a B/S. for the year. (a) Depreciation at the rate of 10% 


to be written off Machy. & Plant. (6) Loose Tools were re-vaiued 


at £2941. (c) Stock was valued as follows :—Raw Materials 
£1762, and Partially Manufactured Goods £1936.. (d) The 
Reserve for Bad and Doubtful Debts to be made up to a sum 


4é “3 


equal to 24% on the net sales. (e) £1000 to be transferred to 


the Reserve Fund. 


640 
Res. for Bad Debts (31/12/15) 200 
Manufacturing Wages .... 8642 
Prchasese. ket ae 12642 
Stock (1/1/16) :— 
oon ee . £1562 5 
artially Manufac- ec.2 1915) Se ae 104 
tured Goods ... 2641 4203 ; eae 


spss Sie ‘ Stesete.srasatecetavers ergo) - - 
are Cap. A/e - 1010 10 

Final Call A/c. 500 — 

Machy. & 890 — 

Leasehold Factory 8562 - 

Loose Tools 3220 — 

Sundry Creditors. - 1707 16 

Sundry Debtors 5 - 


\ 
lar 
i=} 
Be 
eo 
ae 
on 
Bm 
ITD 
5S 
a5 
OF 
wm 
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5a 
Be 
@ by 
e 
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On 
en 
Pith did 


Purchases Returns ....... 821 ~ | Transfer Fees ........... 
Balosecs Cmte ta eee +92 (85704 S--') Cash at: Bank= cols fee 3241 
Sales Returns.......55 0. 404 —/ Cashin hand ...22277° +. 104 


Investments Secececcecse 5036 


aA TO Woda b Pe 


Answer.—Gross Profit, £12096 ; Net Profit, £1404 10; Balance 
a Ee eecenanes Aje. for distribution, £622; Total of B/S., 


ROYAL SOCIETY OF ARTS. (Advanced, May, 1918.) 


A. When preparing a statement showing the liability of Hugh 
Dickson for Income Tax under Schedule D, how should you 
treat the following items which appeared in his business P. & 
L. A/e. :—(a) Rents received from the tenants of freehold 
houses (assessed for Schedule A at £2000), £2500; (6) Annual’ 
Ground Rent paid on Dickson’s Factory, £100; (c) Weekly 
salary (£8) drawn by Dickson from his business, £416; (d) 
Insurance premiums paid for fire (£81), aircraft risks (£31), and 
policy on Dickson’s own life (£102), £214. 

2. Is there any difference in principle between the balance 
of the Capital A/e..of a Company working under the double 
a/e. system and the Capital A/c. of a Limited Company as shown 
in the published B/S. ? Submit illustrations in explanation of 
your answer 

3. State how you would deal with the following items when 
preparing the a/es, of a Limited Company :—(a) An annual 
premium of £450 paid to maintain a capital redemption policy 
to repay £15000 5% Debentures upon maturity; (6) Bills under 
discount amounting to £4680 maturing after the financial year. 
One bill for £800 will be dishonoured, and is estimated to produce 
7/6 in the £; (c) £500 drawn by the Managing Director in 
excess of the salary to which he was entitled under his agreement. 
4. The undermentioned item sometimes appears on_ the 
liabilities side of balance sheets :—Sundry Creditors and Credit 
Balances. Give examples of two items which such a heading 
might include. Do you approve of this method of treatment ? 

5. The Western Steamship Co., Ltd., was registered in 1915 
with a nominal Cap. of £150000, divided into 100000 Ord. 
Shares of £1 each, and 50000 6% Pref. Shares of £1 each. . The 
whole of these shares were issued and fully paid, with the 
exception of the final call of 5/- per share on 1000 Pref. Shares, 
which was unpaid. On Ist Jan., 1917, 1000 5% Debentures of 
£100 each were issued at 95. These Debentures were repayable 
at par in 10 equal annual instalments—the first of which was 
duly paid on Ist Dec., 1917. The following balances appeared 
in the Company’s books on 31st Dec., 1917. Prepare Working 
and P. & L. A/es. and a B/S. for the year, after making the 
following adjustments :—(a) The Managing Directors are 
entitled to 1% commission on the gross freights and passage 
money earned; (6) The Directors decided to pay a war bonus 
of 5% on the officers’ and seamen’s wages and office salaries 
for the year 1917; (c) The Debenture interest outstanding on 
3ist Dec., 1917, has not been provided for: (d) The stock of 
stores, etc. on hand on 3ist Dec., 1917, was valued at £8432 $ 
(e) 10% Depreciation to be written off the steamships; (/) 
£5000 is to be transferred to Reserve Fund. 


/ 970 - 
Steamships ............... £200000 
‘ayments on a/c. of new ships 27427 
Maintenance & Repairs ..... 34 
Stock of Stores & Provisions 
STZ Ce as oe eas 6248 
Stevedoring). .55. 4. 5..<i ok. 21046 


Light Charges............ 29874 
Coal & Oil purchases........ 31868 
Stores & Provisions purchased 19484 
Officers’ Salaries & Seamen’s 

VER: OOS vie ere mee te 21964 
Marine Insurance........... 36 


894 

Pref. Div. (3 yr. to 30/6/17)... 1470 

Deb. Int. (4 yr. to 30/6/17). 2500 

Directors’ & Auditors’ Fees. . 1200 

Answer.—Gross Profit, £41174 16; Net Profit, £3124; Balance 
for distribution, £4075. Total of B/S. £292507. 


ROYAL SOCIETY OF ARTS. (Advanced, May, 1919.) 
1. What is the object of a Deficiency A/e. in insolyéncy 
proceedings ? ~Submit a specimen of an a/c. in illustration of 
your answer. 2. Explain the difference between a Receipts 


and Payments A/c. and an Income and Expenditure A/e. — 


Illustrate your answer by pro forma examples. 3. Compare 
and contrast the Balance Sheets necessary in :—(a) Private 
Partnership, (6) Private Limited Company, (c) Public Limited — 
Company. 4. Enumerate three items, usually charged in the 
P. & L. Aje. cf a trading firm, which would not be allowed in 
a return of profits assessable for Income ‘Tax under Sch. D, 


Exercise. On Ist J an., 1918, S. Wilson, trading as the Vimy 
Engineering Co., agreed to take his manager, T. Brown, into 
partnership. At this date Wilson’s Cap. A/e. stood at £5500. 
The partnership agreement provided that :—(a) On Ist Jan., 
1918, Wilson should be credited with £500, as representing 
the value of the Goodwill of .the business. (6) Brown, instead 
of paying in cash capital, should, at the end of each year when 
profits were ascertained, transfer £500 from his Current A/e. to 
his Cap. A/c., until the latter ajc. equals that of Wilson ; or, 
in the event of his share of the profits not reaching £500, then 
the whole of his share to be credited to his Cap. A/e. (c) Each 
partner should be entitled to draw on a/e. of profits the sum 
of £6 per week (this was done throughout the year). (d) Brown 
should be credited with 10% of the ascertained net profits at 
the end of each year (after charging int. on Cap.) for managing 
the business.  (e) Partners should be credited with 5% int. on 
their Cap, A/cs., but that no int. should be charged on drawings. 
(f) Until such time as their Cap. A/es. were equal, Profits and 
Losses should be shared as follows :—Wilson two-thirds, Brown 
one-third ; afterwards they should share equally, Prepare : 
Trading and P. & L. A/cs. and a B/S. for the year. (a) Provision 
is to be made for two days’ wages, £38 9s. 4d. (6) Stock and 
work in progress on 31st Dec., 1918, £3293 9s. 8d. and £1622 
10s. 6d. respectively. (c) Reserve for Bad and Doubtful Debts 


971 


24% on the Sundry Debtors. (d) Plant, Machinery & Tools, 
£2890. (e) £65 4s. 2d. was due to the Firm’s Bankers for Int. . 
on Loan and Overdraft. (f) £25 8s. was to be carried forward 
for unexpired insurances. The balances in the books ,on 3ist 
Dec., 1918, were :— 


Manufacturing Expenses £2001 8 4/ Disc. A/c. (Cred. Bey say 842" Ged 
Trade Expenses.......% 1010 10 6/| Plant, Machy. & Tools.. 8105 9 —- 

MOR tee Lika Sin sae 5 15 —| Stock (1st Jan., 1918)... 2620 8 9 
Rates, Taxes & Insce. 390 8 4) Purchases Returns .... 28018 4 
PIRIRTICR 1 oats wen cele p.pis'= QO - —| Sales Returns.......... 106 16 3 
Freehold Premises ....« 3000 - -— | Bank Overdraft........ 116 9 b 
Purchases .......ceee8 14603. 2 1/ Loan by Bankers ...... 2000 ess — 
Sales .....-+.-2seese 26604 - 5 | Sundry Creditors....... 8543 16 4 
Carriage & Delivery Exs. 2108 17 2) Cash inshand .........+ 18 4 
Bad Debts ......02-00 53 3 § | Sundry Debtors........ 7389 410 


Answer.—Gross Profit, £6824 19 2; Net Profit, £2114 5 10; 
Balance of Profit, Wilson, £1268 1] 6, Brown, £634 5 9; Total 
of B/S., £18554 4 9. 


LONDON CHAMBER OF COMMERCE. (Senior, 1917.) 


1. The following particulars have been extracted from the 

B/S. of Soleil d’Or, Ltd., as on 3lst Dec., 1915 :—Capital— 
Nominal : 10000 5% Pref. Shares of £5 each £50000 
100000 Ord. Shares of £1 each .. 100000 


£150000 


Issued: 5000 5% Pref. Shares of £5 each £25000 
50000 Ord. Shares of £1 each .. 50000 £75000 


Reserve Fund ....-.ecececce eee eeceree 20000 
P. & L. A/e. (Balance) ...-- seer eees Sie 12000 


During the year 1916, Resolutions were passed as follows :—(1) 
Converting the Pref. Shares into Pref. Shares of £1 each. (2) 
Declaring a bonus of 20% on the Ord. Shares to be provided as 
to £6000 out of the Reserve Fund, and as to the remainder out 
of the Balance of P. & L. A/e. The bonus to be satisfied by the 
issue of one fully-paid Ord. Share for every five Ord. Shares 
held. Give the journal entries for the above Resolutions, and 
show how they would affect the B/S. of the Co. as on 31st Dec., 
1916. Assume that the profit for 1916 amounted to £4000. 


2. George and Hugh Dixon, who are equal partners, own 
the freehold of the factory in which their business is carried 
on. Owing to improved railway facilities in the neighbourhood 
in which the works are situated, property has increased in value. 
The factory cost £10000, at which figure it stands as an asset in 
the books of the firm. A recent valuation values the property 
at £15000, and the brothers Dixon record this new valuation in 
the books in place of the cost price. Give the entries and state 
your opinion as to the wisdom of the procedure. 


3. In the B/S. of a Bank recently published in the Press, the 
undermentioned item appeared on the credit side of the state- 


& 


undermentioned items :—(a) £100 annuity to widow of deceased  : 
(6) £22 8s. 6d. int. paid to Bank for a short loan | 


(c) £105 donation to 


the National Relief Fund. = 
(e) £26 rent recd. from part ; 


g Co., Ltd., was registered in 


Nominal Cap. of £100000, divided into 50000 Ord. 
each, and, 50000 5% Pref. Shares of £l each. As 
on 31st Dec., 1916, each class of share had been called up tothe 
extent of 10s. per share (viz., 5s. on application and allotment, 

and 5s. first call). On the same date the following balances _ 
appeared in the ledger :—Ord. Share Cap., £22000; Pref, Share 
Cap., £14000; Stock, 31st Dec., 1915, £3786 ; Sundry Debtors, 


- Shares Ist Call A/e., 


Works, £4000 ; Rent, Rates, Gas & 


£16850 ;s Sundry Creditors, 
£7892; Reserve for Bad D 


£33261; Sales Returns, £151 saint. ie 
Discount A/e. (credit bal.), £341 ; Preliminary Exs. A/e. (bal.), = 


£672 ; Investments, £3000; O 


£1824; Diy. 


£350; Factory Power, £871 p 


Exs., £2321. 


Plant, and 15% 


- A/c. (Pref. Shares, 4 


Prepare Manufacturi 
year ended 31st Dec., 


£500 ;- Leasehold Land eo q 
Water, £792; Cashinhand, _ 


sfer Fees, £10; Machy. & Plant, 

£3526 ; Manufacturing Wages, 
ebts (31/12/15), £200 ; Loose Tools, = 
; Purchases Returns, £341; Sales, 


recd. on Investments, £162 a | 


ffice and Management Salaries, 


year to 30th June, 1916), a 


P. & L. A/e. (credit bal. 31/12/15), 
£1060 ; Manufacturing Exs., £794 3 Insurance, £102; Income Tax 
Schedule D., £384; Bad Debts, £146 ; Travellers’ Salaries & 3 


ng and P. & L. A/cs. and q 
1916, after making the fol- _— 


9 on the Sundry Debtors ; (f)° 


to a commission of 5% on 


Tronecot notes, £2000; Bills Recoivable, £5007 Cok, tes? = 
Transactions during the year :—Bills accepted, £1700 ; Accept- 
ances paid, £1000 ; Bills received, £900 ; Cash received from Bills : 


Receivable honoured, £1000; -Cash received from Debtors, 

£12000 ; Cash paid to Creditors, £8000; Discount reed., £200 ; 

a - Discount allowed, £500 ; Cash paid for Trade Exs., £3600 ; Cash 

; paid for Plant, etc., £200; Debtors as on 31st Dec., 1916, £3000 ; 

Se Creditors as on 3lst Dec., 1916, £1200; Stoek as on 31st Dec., 
1916, £2000. : 

Answer.—Gross Profit, £5300; Net Profit, £1400; Tota 
B/S., £6500. Z , Z é ue 
ye 7. In preparing the A/cs. of a Limited Co., how would you 
wes deal with the following items :—(a) £1000 recd. from an Insur- 
ance Co. for Stock destroyed by fire; (6) Goods out “on 
by appro.” amounting to £50 (cost price £42) which have been 
rt passed through the sales book as a sale; (c) £43 paid for Regis- —. 

: tration of Trade Marks and Designs, and £12 Patent Renewal 
Fees ; (d) Goods valued at £1000 had been shipped at the con- 


: 

. signor’s Tisk to America, and. insured against all risks. The 
~. vessel carrying the goods was torpedoed and the cargo lost. 
“ee The _unaccepted bill with documents attached, drawn on the 
- consignees, had been discounted for £940. The insurance claim 
: had not been settled. 


LONDON CHAMBER OF COMMERCE. (Senior, 1919.) 
. 


ea 4. On lst Jan., 1916, W. A. Richardson leased a Coal Mine 
we from A. Chatenay for 21 years, at a dead rent of £1000 per ann., 
= merging into a royalty of 1s. per ton, with power to recoup 
Ke short-workings during the first three years of the lease. The 


tonnage raised was as follows :—1916, 12800 tons ; 1917, 19800 
3 tons; 1918, 29800 tons. Up to 3lst Dec., 1918, the only 
ar payments made on a/c. by Richardson were two in number, 


viz.: Jan., 1917, £1000; Jan., 1918, £800. Prepare the necessary 
a/es. in Richardson’s books, showing the position as on 31st 
; Dec., 1918. 
one 9, Select a business in which the employment of the Slip- 
tee system of Ledger posting is advantageous, and briefly describe 
Pet how the system would be operated. 3. What is a “ Cost 
Me: Sheet” 2? Select a business, and submit a pro forma cost sheet 
for the information of the proprietor. 4, What is the difference 
between a “ Cumulative ” and a ‘‘ Non-Cumulative ” Preference 
Share? Does this difierence affect. the annual -a/es. in any 
eae manner ? ~ 
; 5. J. B. Clark, a cigarette manufacturer, agreed to take his 
3 manager, L. Hillingdon, into partnership on Ist Jan., 1918. 
The terms agreed were :—(a) A goodwill a/e. of £10000 was to 
be created, and a similar amt. credited to Clark. (6) Hillingdon 
to be entitled to a salary of £400 per ann., to be paid monthly. 
(c) Twelve monthly drawings on a/c. of profits were to be made 
¢ by the partners; Clark, £60 per month ; Hillingdon, £20 per 
month. (d) Profits and Losses were to be shared as follows :— 
Clark, Two-thirds; Hillingdon, One-third. (e) Hillingdon was 
to. pay in £2000 as his capital in the business on Ist Jan., 1919. 
Balances from the books on 31st Dec., 1918 :-— 
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J. B. Clark, Cap. A/c. 81/12/17 £20000 Purchases, Sundries ........ 
ery 


Plant & Machinery .......... 00 Purchases Returns, Tobacco... 1821 


Fixtures & Fittings......... - 2400 Sundries 106. 
Rent & Rates of Factory... |. Office Salaries .............. 16 


3 Shorts & Sundries 
Purchases, Tobacco ......... 762 
Prepare Trading and P. & L. A/cs. for the year ended 31st 
Dec., 1918, and a B/S., after making adjustments :—(a) Depre- 
ciation to be written off : Machy. & Plant, 10%; Fixtures & 
Fittings, 15%. (b) Reserve for Bad Debts to be made equal to 


5% on the Sundry Debtors. (c) A sum equal to 5% of the net — . 


profits to be reserved for distribution to the firm’s employees. 
(d) Stock on 31st Dec., 1918, £17560. (¢) 50% of the cost of 
advertising to be carried forward. (f) Interest at 5% to be 
credited to the Partners’ Cap. A/cs., but no interest to be charged 


upon drawings. (g) The following amts. were owing at the end i 
of the year: Factory Wages, £68; Office Salaries, £35. 


Answer.—Gross Profit, £62775; Net Profit, £50418; Balance 


of Profit, Clark, £31931 8; Hillingdon, £15965 14; Total of | = 


B/S., £87843. ; 

6. Briefly describe a system of book-keeping suitable for 
the requirements of a Water Co., and submit the ruling of not 
more than one book employed by Water Companies which 


presents features not common to those employed by ordinary - 


trading companies. 

7. When George Dickson submitted his a/es. to the Surveyor 
of Taxes for assessment under Sch. D, he was surcharged with 
the following items :—(2) Depreciation on Plant & Machy. at 
15% was reduced to 5%- (6) Loss by traveller’s defalcation 
disallowed. (c) Cost of installing electric light in place of gas 
disallowed. Should you advise Dickson to appeal against any 
of these decisions? Tf so, what steps should he take, and what 


success is he likely to meet with ? 


Exercise 69e. (Royal Society of Arts, Inter., June, 1919.) 

1. Describe the form and functions of a Bill of Lading. 3, 
On 29th Nov., 1918, Andorides Freres, Athens, consigned to W. 
Raleigh, London, 50 cases Turkish Tobacco, each containing 


120 lbs., at 4s. per Ib. The consignment arrived in London on 


31st Dec., and Raleigh accepted a six months’ Bill for half the 
value of the Tobacco, and took delivery in bond. On 4th Jan., 
1919, he sold 30 cases to the J ohn & Adam Cigarette Co. for 5s. 
per lb., receiving payment same day. On 31st Jan., the pur- 
chasers requested Raleigh to take the Tobacco out of bond fer 


RT ee ES em ha ee ieee 
| See te 


=. 95 


4 
_ them, and gave him a 3 months’ Bill for the duty, at 8s. 2d. per 
Ib., paid by him. Show the entries in Raleigh’s books 
necessitated by these transactions. ¢ 
Ex. 1. On 3lst Dec., 1918, the X. Trading Co., Ltd., which 
was registered with a nominal capital of £10000, consisting of 
10000 ordinary shares of £1 each, had issued 8000 shares, which 
were fully paid, with the exception of 5s. per share on 500 
shares. The Co. had issued ten 6% Debentures of £100 each. ~ 
The following balances appeared in the books :—Freehold 
~ Premises, £4672; Stock £2115: P. & L. A/e. Debit Balance, 
£962; Bank Overdraft, £647; Cash, £19; Plant & Fixtures, 
£1467; Due by A: Age, £125; EH. Ewart & Co., £92; F. 
Frost, £401 ; Due to :—B. Brown, £147; C. Cook & Co., £406 ; 
D. Drabble, £48; Debenture Holders, 4 year’s Interest, £30. 
Open Ledger A/es. to record the above and post through the 
proper subsidiary books the following. All moneys recd. were 
pd. into the-bank on the day of receipt, and all payments, except 
where otherwise stated, were made by cheque. Balance Ledger 
A/es. and extract a T.B. No P. & L. A/e. or B/S. is to be 
prepared. 1919. Jan.1. Pd. Debenture Int. (less Income Tax 
at 6s.). Sold, on credit, 3 gross of articles at 6s. a doz. to F. 
m Frost. Jan. 2. Gave C. Cook & Co. a bill at 3 mos. for amt. 
due to them. Sold A. Age, on eredit, 500 articles at 2/6 each, 
less trade dis. of 10%. Purchased from B. Brown, on credit, 
r goods to the value of £497, and pd. him £250 on a/e. Jan. oo 
- Borrowed £2000 from the Bank, lodging as security the deeds 
of the premises. Recd. from E. Ewart & Co. the amt. due from 
them, less 24% dis. Pd. by cash, office exs., £210s. Purchased : 
for cash, fixtures, £14. Jan. 4.. Reed. from A. Age amt. 
due on 3i1st Dec., 1918, less 21%. Drew and cashed cheque for 
cash purposes, £50. Pd. wages by cash, £39. Jan. 6. A. Age 
returned 47 articles sold him on the 2nd, and was given a credit 
note. F. Frost pd. £400 on aje. Jan. 7. Gave B. Brown a 
‘pill at 2 mos. for the amt. due to him, plus 5% by way of Int. 
t Jan. 8. Purchased from B. Brown, on credit, 12 gross articles, 
at 125s. a gross. Sold F. Frost, on credit, goods to value of £50. 
Pd. £55 Sch. A. Income Tax, duo Ist Jan., on the premises. 
Pd. by cash, cartage charges, 30s. Jan. 9. Purchased goods, 
~ on credit, from G. Graves, to value of £150, paying him 25% on 
delivery. Returned to B. Brown + gross of articles purchased 
from him on the 8th, and recd. a credit note. Pd. D. Drabble 
amt. due to him, less 5% dis. (Total Balances, £11824 5s.) 
Ex. 2. From the following Trial Balance of a Limited Co., 
prepare Trading, and P. & L. A/es. for the yr. ended 31st 
~~ Dec., 1918, and a B/S. (a) Stock on 31st Dec., 1918, valued at 
£2962 9s. 7d. (b) Depreciation to be written off :—Plant & 
Machy. 10%, Fixtures & Fittings 5%, Horses & Carts £100. 
(c) Reserve for Bad Debts to be created amounting to 5% of the 
Sundry Debtors. (d@) Rates & Insurance unexpired on 31st Dec., 
amounted to £49. (ce) A Commission of 1% on the Gross Profit 
to be credited to the Works Manager, and a Commission of 5% 


976 


on the Net Profit (after charging the Works Mana, 
sion) to be credited to the General Manager, — 


ger’s Commis ; 


Dr. Balances— Dr. Balances continued— : 
Plant & Machy..,.....£1972 10 -| Purchases ........ »» £9716 1 
Manufacturing Wages:. 3496 12 -| Sales Returns......... 316 10 
BRIATICS pra) ee eel ae 1596 10 4) Discount A/c. ........ 92 Ri jem 
Fixtures & Fittings.... 947 6 8 Bad Debts ........... 148 9 
arriage Inwards ..... 4 7) Int. & Bank Charges.: 47 10° 
Carriage Outwards .... 215 611!/ Cash at Bank: vcs 00. 704)-1= bee 
Freehold Works...... 2500 — —|. Cashinhand...... eos 1410 ° 
Manufacturing Exs..,. 945 14 3 . 
Rates, Taxes & Insce.. 417 10 10 | er. Balances— 
Good Will as s.2st oe 3000 — -| Cap. (Nominal 10000 
General Expenses .... 814 5 - Shares of £1 ea.) 8000 
Factory Fuel & Power. 12710 — Shares fully paid.... 8000 — 
undry Debtors....... 781410 — Sundry Creditors...... 5416 10 
Lighting & Heating... 98 14 7 P.&L.A/e.(31 Dec.,1917) 743 6 =. 
Stable Expenses ...... 611 | Bank Loan....... «--. 1000 = = 
Stock, 31st Dec.,1917.. 8417 8 9] Purchases Returns.... 114 511 
Horses & Carts....... 51610 — Bales con cwceeecs o+e--24141 14 5 
Answer.—Gross Profit, £9000; Net Profit, £4545 15s.; Bal. — . 
of Profit, £5061 15s. 3d.; Total of B/S., £19795 11s. eae 
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*he London Association — 
of Accountants, aq 


Limited by Guarantee. = Z 


TEMPLE CHAMBERS, TEMPLE AVENUE, _ 
LONDON, E.C. 4. + 


_ The Association {fs in the sixteenth year of its 
existence, and there are at present over 1600 members, 


“Ey 
i 


The London Association of Accountants has been founded for the purpose 
ef providing a special organisation for Accountants, and others desirous of 


The Subscription is £1 1s. per annum for each class of Member, payable in 
advance on the 1st J: anuary in each year. Members joining after the 30th J: une 
pay pos Oat for the eect of the year, : 

ectures are given in London by eminent authorities during the winter 
months, which are reported in the Official Journal of the Association, “ The. 
Certified Accountants’ Journal.” Price 2d. 
The “ Certified Accountants’ Journal ” is issued free to members, ee. 
Further information may be obtained from the Secretary — ; -:. 


TEMPLE CHAMBERS, TEMPLE AVENUE. S . 
LONDON, E.C. 4. eS 
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is Exereise 691. (Royal Society of Arts, Inter., May, 1920.) 


oe < \ + 

_ 1. What is a post-dated cheque? 2 J. B. Clark is a Dry 
_ Goods Merchant, and deals in ladies’ costumes, Scotch tweeds, 
velvet and silk. Give a ruling suitable for his Sales Book. 
__ Ex. 1. Martin Ravary is a Wholesale Ladies’ Costume and 
_ Cloth Merchant. On Ist Jan., 1920, his Assets and Liabilities 
were as follows :—Assets : Furniture & Fixtures, £258 ; Sundry. 
_ Debtors :—H. Lyons, £104; B. Bryce, £158; ©. Allen, £17; 
-P. Wilson, £21; Stock, £1029; Bill Receivable from B. Bryce 
(due Jan. 15th, 1920), £62 ; Cash,£15; Bank, £256. Liabilities ; 
Sundry Creditors :—M. Herriott, £129; C. Testout, £241; H. 
es Dickson, £36; Bill Payable to H. Dickson (due Jan. 12th, 1920), 
_ ‘£150. Open Ledger A/es. to record the above and post through 
____the proper subsidiary books, the following. Balance Ledger 
—_  £Ajes. a8 on 22nd Jan, and-extract a T.B. 1920. Jan.-1.— 
_ Drew and cashed cheque for £100 for Office Cash. Bought for 
_ cash 16 Paris model ladies’ coats for £47. Jan. 2.—Sold, on 
_ eredit, to George Dawson, 56 yds. velvet at 30/6 per yd. Jan. 
_ _ +3.—B. Bryce pd., by cheque, £50 on a/c. H. Lyons gave a Bill 
for 3 mos. for the amt. of his a/c. Bought, on credit, 2 rolls 
____ of Scotch tweed at £56 per roll from Robert McGredy & Co. 
——  G. Dawson returned 5 yds. of velvet sold him on the 2nd inst., 
damaged. Jan. 5.—Sold, for cash, two costumes at £6 and 
_ £5 10s. respectively. Pd., in cash, Wages £12 and Office Exs. 
£2 1s. Jan. 8.—Bought, on credit, 100 yds. lining silk @ 21/6 
_ per yd. from C. Testout. Jan. 9.—Pd., by cheque, M. Herriott’s 
ale. less 24% dis. Jan. 10.—Cash sales to date £38. Sold on 
- eredit, 24 costumes at £4 4s. each to P. Wilson, less 5% trade 
dis. Jan. 12.—H. Dickson’s Bill, due this day, was duly met 
_ through the bank. Pd. Wages, in cash, £14, and Office Exs. 
_ £3 4s. Jan. 14.—Pd., in cash, Carriage £8 6s. Jan. 15.—B. 
' Bryce’s Bill, due this day, was duly met through the Bank. 
Jan. 16.—Bought, on credit, 150 yds. blue serge @ 20/- per yd., 
_ from M. Herriott, less 5% trade dis. Gave M. Herriott a 
_ ~¢heque on a/c. £50. Jan. 17.—Cash sales for week, £92. Jan. 

_ 20:—M. Ravary drew cheque £50 for private purposes. Jan. 21.— 
Purchased, for cash, 8 doz. coat hangers @ 24/- per doz. (Charge 
to Furniture & Fixtures). Returned 10 ‘yds. blue serge, 
purchased on the 16th inst., to M. Herriott, as faulty. B. 
Bryce pd. £100 on a/e. by cheque. Pd cheque into Bank, 

Jan. 22.—Pd cash into Bank, £100. 


Ex. 2. From the following Trial Balance of L. Pirrie, prepare 
‘Trading, and P. & I. A/es. for the year ended 31st Dec., 1919, 
and a B/S. (a) Stock on 3lst Dec., 1919, £1429. (b) Write 
Depreciation off :—Plant & Machy. 10%, Office Furniture 5%. 
(c) Reserve for Bad Debts to be made up to £400. (d) Three 
days’ Wages (amounting to £57) had accrued due, but had not 

‘been paid on 3ist Dec., 1919. (e) Unexpired Insurances, 


Pe ey te ae ae ae 
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amounting to £68, are to be carrlod forward to next ye 
- {f) 5% Int. is to be allowed on Cap., but no interest is to b 
_ charged on Drawings. 2 pnw 


Dr. Balances— Br. Balances continued— 
Drawings A/c. ...... apaaieze ese £700 | Bills Receivable .. <acat 
Purchases ............ Sesinareaser a aD ee Sundry Debtors . a 
Sales Returns ...... arte nar 182. Cash at Bank 
Stock (1 Jan., 1919)........... i IAG, Cash in hand..... 
Balaries i cccg os -ovaecss coeaonae 628 Office Furniture . 

- Manufacturing Wages....:..... 3856 Travellers’ Salarie: 

_ Leasehold Factory ............ 2500 

Rent, Rates & Insurance ... 694 | Gr. Balances— 
Carriage Inwards............... = 231 Capital Aye ssisias.cseate Sonos 
Carriage Outwards ............ 324 Purchases Returns 
Office Expenses .............- + 228-1 Sales : 14984 
pele HIXPeNSES!™, sep seosake 724 Bad Debts Res. (1 Jan., 1919) 324 — 
Plant & Machy. .........00.0.- 2400 Dis. A/c. (Balance) 18S 
Factory Bucliyicishc. oasecbes 795 Sundry Creditors 1698 


Answer.—Gross Profit, £4625; Net Profit, £1066 10s.; Capital, 
_ £9816 10s); Total B/S., £11571 10s, | ms 
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The Corporation Profits Tax of 1/- in the & is imposed on 
the profits of Limited Companies and Corporations engaged in 
trade or transactions of a similar character, arising in any 
accounting period ending after the 3lst December, 1919. The 

profits of Co-operative Societies are included, but not amounts — 


returned to purchasers as a dividend or bonus in proportion to 
their purchases. a 


} 


hee 


The first’ £500 of profits is exempt from this tax, which mush 


not exceed 2/- in the £ on the total profits, afte 
any interest or dividends paid at a fixed rate on any 
preference shares limited to dividends at a fix 
permanent loans issued before 20th April, 1920. 


r deducting. 
debentures, 
ed rate, or 


~S 


Deductions are allowable from the profits for interest one : 


seh =e 
borrowed money, rent and royalties, depreciation, renewals, 


and excess profits duty. The deduction for the remuneration 
of any director, manager, or other person concerned “in the 
management, must not exceed £1000 per annum. fe eS 


eee THE a A 
GREAT MASTER KEY — 
TO PART 1, ELEMENTARY, | 
of the 25th and previous editions of the 


: Student's Book- keeping 


is the only elaborate and comprehensive work 
of the kind that has eyer been published. 


All the Keys in print put together 


_being mostly: mere skeletens, and therefore almost useless for checking, 

do not equal this volume, which commences with Exercise 2, and covers 
_~ all the subsequent Exercises to 52, and Examination Papers, up to the 
year 1918. 


Inasmuch as this volume contains 


FULLY-WORKED KEYS to 70 EXAMINATION PAPERS 
oh it thus forms the only Complete Guide to all 


Elementary and Intermediate Examinations. 


: The Student’s and Practitioner’s Gold Mine. 


SUCCESS AT EXAMINATIONS ASSURED. — 


EVERY COMMERCIAL COLLEGE MUST HAVE A COPY — 
of this up-to-date 


Twentieth Century Masterpiece, 


a Meg 


si beh sar 


which solves more Problems than all other Textbooks 
and Keys on the market. 


a 450 Keys and Answers 


provided at a halfpenny each. 


__Send post card for specimen pages to— 


ARTHUR FIELDHOUSE, P.0. Box A. 27, Huddersfield. 


wae 


of 


“Your ‘ Key’ is a Masterpiece. It contains more information than 
a all the Guinea and Half-guinea publications combined, that have 
oe published on the subject, and is in fact a Library in itself.’? 
P. MURRAY, : 
Author of “ Book-keeping for Competitive Hxamination. 


= “Your “ Key’ is creating quite a sensation.” = 
x F. J. MITCHELL, ———- - 
= Original Author of *‘ Book-keeping Simplified. 4 
“Tt has quite exceeded my expectations. It is a valuable referenc 
book on all matters pertaining to Book-keeping and Accounts, the v 
complete Index making it a veritable Encyelopedia of information 
E. HOWARTH. — 


“I consider the Key is a stupendous production.” 
WILLIAM LORD. 


“This is one of the greatest boons the busy teacher has receiv 
from anyone for many years.”’ 


WM. BRUCE 


“You have rendered remarkable service to serious students of 
Accountancy, in fact you have succeeded in making ‘ Fieldhouse ? 
Accountancy’ quite synonymous terms.” 


R. E. KATRAK. 


ak think this is a triumph indeed. I am amazed at its completen: 
and think it a real treasure.” a 


_ > A. J. JONES” 


“The Key is a magnificent one. It is certainly unique and in 
opinion it would be cheap at four or five guineas.”’ 


ALFRED GRIFFIN. 


*T congratulate you on the production of your marvellous Key. 
has saved me many hours of hard work both in and out of class.” 


a ae poate 
_ to Part 2, Advanced, y 
of the 28th and previous editions of the 8 


is the only elaborate and comprehensive work 
of the kind that has ever been published. 
All the Keys in print put together 


ing mostly mere skeletons, and therefore almost useless for checking, 

do not equal this volume, which commences with Exereise 53, and — 

overs all the subsequent Exercises and Examination Papers, up to the 
year 1919. 


Inasmuch as this volume contains 


ULLY. WORKED Spee EXAMINATION 


it thus forms the only complete Guide to all 


Ee Phisracia and Advanced Examinations, 


—— 


The Student’s and Practitioner's Gold Mine, 


Every Commercial College must have a Copy 
of this up-to-date 


. ‘Twentieth Century Encyclopedia, 


a = which solves more Problems than all the other Textbooks and 
e. Keys on the market. 


a 400 Exercises and 500 Questions 
. answered at 4th of a penny each. 


Send post card for specimen pages to— 


5 ARTHUR sr ha. P,G. Bax A. 27, Huddersfield. a 


os 
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A Trumph of Phonographlo Jou alisn 


The most widely read magazine in the whole range of Short 


- ‘ThePhonographic Monthly 


Its world-wide popularity amongst Shorthand Students, Teachers, 
and phonographers generally is incontrovertible evidence of its intrinsie 
value to every present-day disciple of Sir Isaac Pitman. ~ 

In the Phonographic World to-day, the ‘‘ Monthly ”’ holds the 
premier position, 

BECAUSE : : 
1.—In the essential matters of beautifully formed, clear Ae corre 
outlines, well-chosen phraseograms, and safe contractions, it i 
ABSOLUTELY RELIABLE. : 
2.—Its articles are brightly written and deal informatively with e 
topic of interest to the writer of Pitman’s Shorthand. 
3.—It contains thoroughly practical hints and helps to Students ane 
Examination Candidates. : 
4.—Reporting Exercise Transcribing, and other Competitions in we bh 
every Reader can participate, are included each month. 
5.—Those Readers who enjoy lighter and entertaining phonogiaa 
ee are generously catered for. 


AN EXAMINER’S OPINION. : 
The well- known Examiner, Mr. EDWARD A.-COPH, in a Totter: to the Edi 

says :-—‘‘I doubt whether writers and students of Pitman’s Shorthand realise at 
adequately the advantages offered to them by the splendid magazine literature w! 
the art has produced. Month after month and year after year they have been served | 
periodicals which have aimed at providing reading matter interesting in itself and [ 
special help to Phonographers, presented in a style in which perfect accuracy of outlin 
has been combined with beauty of form. Among the magazines which have thus kept. 
high standard of phonographic excellence before their readers the ““ PHONOGRAPH 
MONTHLY ” took a prominent place. That place it has consistently nals 
gained it, aud it has kept it, by sheer merit.” = 


x= 


Ir You ARE NoT A SUBSCRIBER TO 
he Phonographic Month) 1 
You ARE Losing A “ LireRARY Treat * gACH MONTH.’ _ 


Ask for Specimen Copy, Ad. post free, 
Annual Subscription, 5/- post free. 


OL ae ee z 


x Sot 


_ HALLETT’S ONLY PHONOGRAPHIC J OURNAL; 
_ Entertaining and Instructive Matter. 


: = READ earefully every month, as it 
_ Ensures HIGH SPEED ultimately ; 
_ Price only 6d. ; post free 6/6 per annum. 
Original lines followed regularly ; 
Readers amongst all classeg,: \ 
Try a single copy, and THEN decide; 
English always put to the fore. 
“Read! Read!! Read!!! Copy! Copy !! Copy!!!” 
_ Says America’s Greatest Speedman. 


NiR. Nathan Behren, “ The 100 per cent. Accuracy Man.” 
Accuracy of outlines and phraseograms ; 
Galaxy. of eminent and able contributors ; 
Always worth reading and copying ; 
Zealous discussions on all burning problems ; 
In Thirty-fifth Volume. 
New style Outlines (with old ones bracketed) ; 
_ Editor’s object :—A Live Magazine. 


ae ADDRESS : 

=F. J. HALLETT, ‘“ Reporters’ Magazine,” 

gee 21 York Gardens, Clifton, BO, Bristol. 
= 

For the Ambitious Business Man, 

Se The Commercial Student, 

a The Expert Book-keeper and Accountant. 


The Institute of Commerce 
Oo ages LIMITED (BY GUARANTEE), | INCORPORATED. 
General Section. 


ae . Expert Typist’s Section. Expert Book-keeper’s Section. 
i Weaee 

7 = Grades. Fellows. Associates and Members, 

oe ~ Official Organ. ‘‘ Institute of Commerce Magazine.” 

~ + Employment Bureau. Information Bureau. 


Se _ Examinations for Diplomas. Quarterly. 
mas 2 Examinations for-Students. Quarterly. 


Branches and Representatives in all large towns at home, in 
; the Colonies, and many foreign Countries. 


- Full particulars on application to the General Secretary, Mr. Egbert P. Booth, 
as p Lichfield Chambers, Upper Priory, Birmingham. 


ne. 6d. 


4919. BE UP-TO-DAT 


What 2 emeemmm Ye 
eS ‘THE STUDENTS 
3 e ; “4 = 
- Business Metho 
— AND 


Commercial Corresponden 


BEING A GUIDE TO THE PROCEDURE OF THE MODERN OFFICE, AS ~ 
WELL AS A COURSE OF TRAINING FOR ALL ELEMENTARY AND — 
INTERMEDIATE EXAMINATIONS. ee 


~ By ARTHUR FIELDHOUSE, Accountant, Huddersfield, who 
forward SPECIMEN PAGES and INDEX on receipt of post card, 
addressed to P.O. Box A. 27, Huddersfield. 


NINTH EDITION, 380 Pages. Net Price 3/6 4 Postage 6 


80 TEST and EXAMINATION PAPERS, containing ab 
1300 QUESTIONS, NEW CHAPTERS on insurance, Mar 
Carriage and Insurance, Ordinary and Limited Partn f 
ships, Private and Public Companies, IMPORT a 

EXPORT TRADE, and STOCK EXCHANGE. 


This is the only practical, up-to-date book on Commercial Corres 
ence and Office Work, and is characterised by the same qualitie 
have made the author’s other textbooks so popular. The lessons 
well graduated, and the teacher is saved the drudgery of preparing 
Papers, one of which follows every chapter, in addition to numeroi 
Examination Papers. PRACTICAL Work is provided in the Series o 
Business Transactions included in some of the Test Papers. This 
is not written on commission for a firm of publishers, but, like - 
author’s other works, the Copyright is his sole property, and he is the 

fore at liberty to produce what he knows to be required, both fe 
Office and the class-room. It is the only complete Guide, covering 

the Elementary and Intermediate Examinations. Small 


The EVIDENCE before the COURT: 


is that 750 GOLD, SILVER and BRONZE’ MEDALLISTS 
; and PRIZE WINNERS have used 


“The Student's Commercial Book-keeping, 


_ Accounting and Banking,” 
ROYAL SOCIETY OF ARTS—Book-keeping. 


1897 JOSEPH MEARS, First Prize and Bronze Medal. 
1898 WILLIAM H. SMITH, Third Place and Bronze Medal. 
1899 ERNEST BAILEY, Sixth Place and Bronze Medal. 
1900 ERNEST HUDSON, Fifth Place and Bronze Medal. 
1900 THOMAS J. HEARN, Seventh Place and Bronze Medal. 
1901 ERNEST G. ELLIOTT, Third Place and Bronze Medal. 
1901 JOHN WM. TODD, Ninth Place and Bronze Medal. 
1902 GERORGE BE. HALL, First Prize and Bronze Medal. 
i902 JOHN E. RHODES, Third Place and Bronze Medal. 
1902 ARTHUR V. HUSON, Ninth Place and Bronze Medal. 
1903 EDWIN NICHOLL, First Prize and Bronze Medal. 
1903 VINCENT E. COLLINGE, Fourth Place and Bronze Medal. 
1903 EDGAR J. SHEPHERD, Sixth Place and Bronze Medal. 
1903 ALLAN HILL, Seventh Place and Bronze Medal. 
1903 GEORGE A. LEE, Eighth Place and Bronze Medal. 
1903 JOHN B. HYDE, Ninth Place and Bronze Medal. 
1903 LANDER J. W. COMLEY, Tenth Place and Bronze Medal. - 
1903 HERBERT H. YOUNG, Eleventh Place and Bronze Medal. 
1904- ALBERT fF, SAUNDERS, First Prize and Bronze Medal. 
1904 WILLIAM LANGFORD, Second Prize and Bronze Medal, 
1904 WILLIAM H. BROWN, Fifth Place and Bronze Medal. 
1994 WILLIAM O. RILEY, Sixth Place and Bronze Medal. 
1904 HAMILTON H. STOKES, Seventh Place and Bronze Medal. 
1904 FRED B. SHARP, Highth Place and Bronze Medal. 
1904 DAVID L. EVANS, Ninth Place and Bronze Medal. 
1904 HAROLD 8. MITCHELL, Eleventh Place and Bronze Medal 
1905 HDWIN WILSON, First Prize and Silver Medal. 
1905 FRANK SHAW, Third Place and Silver Medal. 
1905 HARRY BARTON, Fourth Place and Silver Medal. 
1905 ROBERT HE. SEALEY Fifth Place and Silver Medal. 
1905 ALBERT EH. WELCH, First Prize and Bronze Medal. 
1905 GEORGE T. BARTON, Second Prize and Bronze Medal. 
1905 GEORGE R. DOWNIE, Fifth Place and Bronze Medal. 
1905 JOHN A. McLELLAN, Sixth Place and Bronze Medal. 
1905 FREDERICK C, VERYARD, Seventh Place and Bronze Medal. 
1905 FRANK BREWSTER, Ninth Place and Bronze Medal. 
1906 ALBERT F. SAUNDERS, First Prize and Silver Meda}. 
1906 HUBERT BYERS, First Prize and Silver Medal. 
1906 FRED COLLINS, Second Prize and Silver Medal. 
1906 JOHN R. BEGG, Fourth Place and Silver Medal. 
1906 WILLIAM J. BAKHURST, Ninth Place and Silver Medal. 
1906 HARRY ELLISON, First Prize and Bronze Medal. 
1906 CHARLES FIELD Second Prize and Bronze Medal. 
1906 WALTHER N. H. JOLLY, Third Place and Bronze Medal. 
1906 ARTHUR BIRCH, Fourth Place and Bronze Medal. 
1906 WILLIAM H WESTHROP, Fifth Place and Bronze Medal 
1906 WILLIAM R. MURED DE WHALLBY, Sixth Place and Bronze Medal. 
1906 HAROLD A. CUTTING, Seventh Place and Bronze Medal 
1906 ARTHUR WADSWORTH, Eighth Piace and Bronze Medal, 
1907 JOSEPH M. McCRUDDEN, First Prize and Silver Medal. 
1907 CHARLES A. THOROGOOD, Second Prize and Silver Medal. 
~ 1907 BERNARD F. SANDERSON, Third Place and Silver Medal. 
1907 CHARLES E. PAXMAN, Fourth Place and Silver Medal. 
1907 FRANK A. ROOT, Fifth Place and Silver Medal. 
ERNEST J. HAMMOND, Sixth Place and Silver Medal. 
1907 THOMAS H. FOZZARD, First Prize and Bronze Medal. 


~ ROBERT H. RAINE, Highth Place and Bronze Medal. 


SYDNEY DAWSON, Fifth Place and Bronze Medal. 


25 Soll ANS, tN es : 
RSME rine in Por omt ener Ne t oa 
R.S.A. Medallists—continued. = 
LEONARD T. GLOVER, Second Prize and Bronze Medal. - 
CLIFFORD G. MASTERSON, Fourth Place and Bronze Medal. 
JOHN R. BENNETT, Fifth Place and Bronze Medal. ieee 
GEORGE C; DYSON, Ninth Place and Bronze Medal. te 
EDGAR B. HIBBERD, Tenth Place and Bronze Medal. : 
FRANCIS P. COLEMAN, First Prize and Silver Medal. 
ALFRED F. NORMAN, Second Prize and Silver Medal. 
HENRY L. WATT, Third Place and Silver Medal. 
ARTHUR WAUSWORTH, Fifth Place and Silver Medal. 
DAVID J. HEADLAND, Sixth Place and Silver Medal, 
HORACE B. NASH, First Prize and Bronze Medal. 

JOHN BR. W. SILLS, Second Prize and Bronze Medal. 

GEORGE E. VASEY, Third Place and Bronze Medal. ‘ 
LEONARD H. MUNDAY, Fourth Place and Bronze Medai. ; 
FREDERICK C. THOROGOOD, Fifth Piace and Bronze Medal. | 
ANN W. SINCLAIR, Sixth Place and Bronze Medal, : 
ALFRED J. T. FUGGLH, Seventh Place and Bronze Meda, Pea 2° 
CONSTANCE EH. M. TRUSSLER, Highth Place and Bronze Medal. __ 
DAVID R. ORR, Ninth Place and Bronze Medal 
FREDERICK J. ALBAN, First Prize and Silver Medal. 
NORMAN D. VINK, Second Prize and Silver Medal. 
ALLAN HILL, Third Place and Silver Medal. 
WILLIAM A. OAKHS, Fourth Place and Silver Medal. : : 
RICHARD §. HOVELL, fifth Place and Silver Medal. ~ S 
WILLIAM H. YOUNG, Sixth Place and Silver Medal. 
WADE HUSTWICK, First Prize and Bronze Medal, 
HENRY GULLEN, Second Prize and Bronze Medai. 
PERCY WESTBROOK, Third Place and Bronze Medal. 
ALBERT H. BROMWICH, Fourth Place and Bronze Meda!. 
GEORGE H, PUDNEY, Fifth Place and Bronze Medal, 
WALTER J. HERRING, Sixth Place and Bronze Medal, 
GEORGE W. BILES, Seventh Place and Bronze Medal. 


GEORGE W. BERREY, Ninth Place and Bronze Medal. 
WILFRED M. VERDON, First Prize and Silver Medal. 
FRANK W. PHILLIPS, Second Prize and Silver Medal. 
HAROLD R. WEBB, Third Place and Silver Medal. 
ARTHUR HE. AVERY, Fifth Place and Silver edal. 
WILLIAM D. M. HILL, Sixth Place and Silver Medal. 
CHARLES M. CROMBIE, Second Prize and Bronze Medal. 
WALTER H. 8. WOODS, Third Place and Bronze Medal. 
HURBERT H. CLARE, Fifth Place and Bronze Medal. aa 
WILLIAM RAWSON, Sixth Place and Bronze Medal. E 
HUGH D. AITKEN. Seventh Place an@ Bronze Medal. . 
WILLIAM BLAKE, Highth Place and Bronze Medai. q 
ARTHUR J. CORPE, Ninth Place and Bronze Medal. = 
WILLIAM FIELDING, First Prize and Silver Medal. 
GHORGE W. BERREY, Third Place and Silver Medal. Ss 
JOHN CHEAR, Fourth Place and Silver Medal. “ 
GEORGE H. SPEIGHT, Fiith Place and Silver Medal. 
JOHN C. DOUGHTY, Sixth Place and Silver Medal. 
PERCY WESTBROOK, Hirst Prize. ~~ 
HENRY SMITH, Second Prize and Bronze Medal... _ “Se 
FREDERICK G. BRISTOW, Third Place and Bronze Medal. = 


WILLIAM 'T. E. ALLEN, Sixth Place and Bronze Medal. 
GHORGE 8. GATLING, Seventh Place and Bronze Medal, 
EDGAR C, WALKER, Highth Place and Bronze Medal 
CECIL L. HAYES, Ninth Place and Bronze Meda}, 

JOHN F. BURKE, Eleventh Place and Bronze Medal. 
CLIFFORD WARDLE, First Prize and Silver Medal. 
CECIL A. HEPWORTH, Third Place and Silver Medal. 
BERTRAM G. VICKERY, Fourth Place and Silver Medal. 
CHESHYRE MALPAS, Sixth Place and Silver Medal. 
HOWARD C. L. MUSTON, Second Prize and Bronze Medal. 
HAROLD G. ELLIS, Third Place and Bronze Medal. 
AGNES T. LORD, Fourth Place and Bronze Medal. 
BERTIE R DUFTON, Fifth Place and Bronze Medal. 
REGINALD W. HORSFALL, SixthPlace and Bronze Medal, 
CHARLES E. BOURNE. Seventh Place and Bronze Medal, 
MALCOLM COLLINSON, Highth Place and Bronze Medal, 
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Onn THOMSON, Ninth Place and Bronze Medal. - 
‘Y, Tenth Place and Bronze Medal, 


STOPHER B80°HERL 
0. C. STEHELI, Ep in Medal Standard. — 


1916 
1917 


HN F BURKE, Sixth Place and Silver Medal. 
ARTHUR JONES (Swansea), Silver Medai Standard. 
LEONARD WILSON, First Prize and Bronze Medal. 
WILLIAM J. CHING, Second Prize and Bronze Medal. 
JOSEPH BEADLE, Third Place and Bronze Medal. = 


. GEORGE P. JAMES, Fourth Place and Bronze Medal. 


RICHARD J. LAKE, Fifth Place and Bronze Medal. 
NORMAN TWEEDAULRE, Tenth Place and Bronze Medal, 
SYDNEY DAWSON, First Prize and Silver Medal. 
MAURICE H. MUNRO, Second Prize and Silver Medal. 
ARTHUR S. MOORE, Third Place and Silver Medal. 

C. STANLEY PARNALL, Fourth Place and Silver Medal, 
WILLIAM D. RICHEY, Fifth Place and Silver Medal. 


’ seats 8. GOLDING, Sixth Place and Silver Medal. 


RED BARTLEY, Third Place and Bronze Medal. 
ADOLPHUS LAMONT, Fifth Place and Bronze Medal. 
EDWARD C. OVERTON, Sixth Place and Bronze Medal, 
CHARLES W. WARD, Seventh Place and Bronze Medal. 
SIDNEY C., SOUTEGATE, Tenth Place and Bronze Medal. 

EORGE W. BACON, First Prize and Silver Medal. 


. GORDON STEVENS, Third Place and Silver Medal. 


REGINALD G. SMITH, Fourth Place and Silver Medal. 

JOHN H. HODDER, Fifth Place and Silver Medal. 

DAVID R. EDWARD, Sixth Place and Silver Medal. 

FRANK COOMBS, First Prize and Bronze Medal. 

HELEN ODELL, Fourth Place and Bronze Medal. — 

JOHN 8. HANSON, Fifth Place and Bronze Medal, = 
ARTHUR R, WATERHOUSE, Eighth Place and Bronze Medal 
FRED WILLIAMS, First, Prize and Silver Medal. 

ROBERT M. CLARKSON, Second Prize and Silver Medal. 
JOSEPH DORNAN, First Prize and Bronze Medal. 

JOHN EADIG, Fiith Place and Bronze Medal. 

FREDERICK L. KILBY, Seventh Place and Bronze Medal, 
ISAAC WOOLFSON, First Place’and Silver Medal. 


Accounting and Banking. 
EDWIN WILSON, First Prize and Silver Medal. 3 
CHAS. F. SYNDERCOMBEH, First Prize and Silver Meda!. 
ERNEST W. WEST, Second Prize and Silver Medal. 
FREDERICK J. ALBAN, First Prize and Silver Medal. 
NORMAN D. VINE, Second Prize and Silver Medal. 
JOHN LANGFIELD, First Prize and Silver Medal. 
WILLIAM J. HACKETT, First Prize and Silver Medal. 
JOHN CHEAR, Second Prize and Silver Medal. 
ARTHUR JONES (Pontypridd), First Prize and Silver Medal. 
WILLIAM T. E. ALLEN, Second Prize and Silver Medal. 


’ ARTHUR E. LANGTON, First Prize and Silver Medal. 


MAURICE H. MUNRO, Second Prize and Silver Medal. 

ROSS HINDLE, First Prize and Silver Medal (Banking). 

JOHN J. GLEW, First Prize and Silver Medal (Accounting). : 
REGINALD THOMAS, Second Prize and Silver Medal (Accounting). 


LONDON CHAMBER OF COMMERCE. 


BERTRAM F. BAYLEY, First Prize and Silver Medal. 

ALBERT F. SAUNDERS, First Prize and Silver Medal. 

T. J. HEARN, L.C.C. Prize of £1. 

JOSEPH M. McCRUDDEN, First Prize and Silver Medal. 

H. H. BE. BUSH, First Prize and Silver Medal. 

ALERED E. UPSDELL, First Prize and Silver Medal. 

G. A. HARVEY, Second Prize and Bronze Medal. 

GEO. T. BARTON, ) Joint Winners: of the Institute of Chartered 
C. C. MORTLEMAN, j Accountants’ Prize of £10 10 0. 

W. BLAIRMAN, Society of Accountants and Auditors Prize of £5 50, 
E J. HAMMOND, Textile Trades’ Prize of £3. 

Ez 7 
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, R, ; 
. JARRETT, Joint Winners of the L.C.C. Prize of £3. 
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ESTLEY, Textile Trad ’ Prize of ; 

. HODGSON, Textile Trades’ Prize of £2. : 
. SNELGROVE, Central Association of Accountants’ Prize o 

. G. DIPLOCK, Chartered Accountants’ Prize of £10 10 0. x= 

. L. HOLLOWAY, L.C.C. Bronze Medal. _ See 

. F. SMITH, “ Wernher, Beit” Prize of £5, 4 

. 0. AMYS, L.C.C. Gold Medal. a ae 

. H. SIMMONDS, L.C.C. Prize of £3. 

- WESTLEY, Textile Trades’ Prize of £3. 

. F. SYNDERCOMBE, L.C.C. Prize of £1. 

. G. 8. DANSON, Textile Trades’ Prize of £2, 

. THORNTON, Textile Trades’ Prize of £1. i 

. GODDARD, Textile Trades’ Prize of £1. 5 2 


_J. BARROW, } Joint Winners of the L.C.C. Prize of £3, 
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. J. TEAGUE, 

. GOLDBURG, L.C.C. Prize of £2. 3 : 

.8. WARREN, L.C.C. Prize of £1. —— 

EH, MARLER, Central Association of Accountants’ Prize of £3 3 Ce 

ERCY WESTBROOK, Chartered Accountants’ Prize of £10100; 
- ALLEN Society of Accountants’ and Auditors’ Prize, £5 5 0. . 
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REY, L.C.C. Gold Medal. 
es L.C.C. Bronze Medal. - 3 j 
BRADSTREET, | Joint Winners of the L.C.C. Prize of $8 
. G. ATTRILL, Central Association of Accountants: Prize of £3 3 0 
- HUGHES, L.C.C. Prize of £3 : 
. W. DIXON, Textile Trades’ Prize of £3. 
G BOX, Textile Trades’ Prize of £2. = 
. CREED, Textile Trades’ Prize of £1. q 
. PARISH, Institute of Chartered Accountants’ Prize of £10 10 0. 
. BUTLER, Silver Medal. d 
ERT H. BROMWICH, Second Prize and Bronze Medal. — 
. WADE, The “ Wernher, Beit” Prize of £5, 
. ARNOLD, L.C.C. Prize of £3. eer 
: HARRISON, Central Association of Accountants’ Prize of £3 3 Pi 
DER, Textile Trades’ Prize of £3. S : : 
- HOPCRAFT, Textile Trades’ Prize of £2,. 
. HINXMAN, Textile Trades’ Prize of £1, 
- VINCENT, Textile Trades’ Prize of £7. 
. ALDEN, - as , 
-G@. HAWLEY } Joint Winners of L.C.C. Prize of £1. 
ALFRED H. JOHNSON, Textile Trades’ Prize of £1. 
ROLAND LONGTHORNE, Textile Trades’ Prize of £1. 
“H. F. RAVENSCROFT, Society of Accountants’ and Auditors’ Prize, £5. 
REGINALD H. YATES, Textile Trades’ Prize of £2, 
S. P. BAILEY, Second Prize'and Bronze Medal. . 
H. BICKERTON, Textile Trades’ Prize of £3. 


Y, 0 MARTIN, , | Joint Winners of the U.C.C. Prize of £3 
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ssociation of Accountants’ Prize of £3 
fF hartered Accountants’ Prize of £10 10 


“A. Mostyn, |} Joint Winners of the L.C.C. Prize of £3. 


. A. YOUNG, Central Association of Accountants’ Prize of £3 3 0. 
. A. SPENCER, L.C.C. Prize of £1, 2a 
i rae ite } Joint Winners of the Textile Trades’ Prize of £2 


, §. BARTON 
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. First Prize and Silver Medal. 
nt Winner of L.C.0. Prize of £2. 
RIS, Ji oint Winner of L.C.C. Prize of £2, 


Prize of £1. 
= ¢ Winner of Textile Trades’ Prize of £1, 
Winner of Textile Trades’ Prize of Slow 


LGC. Medallists—continued. = 


A. SMITH, Chartered Accountants’ Prize of i 
1914 #8. GOSNEY, First Prize and Silver Mount o- 
1914 A. R. BURN oS Prize and Bronze Medal. 


1914 EV, B 
1914 RAL TAYLOR? |  Jotnt Winners of 1.0.0, Prize of £3. 
1914 F. 0. FREE, Textile Trades’ Prize of £1. 


4914 Ee J. B. PUSEY, } Joint Winners of Textile Trades’ Prize of £2. 


1915 H.¥: STAPLES, Chartered Accountants’ Prize 
1915 FRANK COOMBS, L.C.C. Prize of £1. ea 
are Sri teea lS et retin Medal. 
aa § cad oin mners of the Institute of 
1916 A. T. TYLER : Accountants’ Prize of £10 10s. Sues 
1916 W.J.H. LOWS, First Prize and Silver Medal. 
1916 F.S. F. TAYLOR, L.C.C. Bronze Medal. : 
reps : . a iene and Bronze Medal. 
ee WILKINSON, , } Joint Winners of the L.C.C. Prize of £3, 
1916 LESLIN WADE, Winner of the L.C.0. Prize of £1. 


ae aoe CookLa)” } Joint Winners of the L.C.C. Prize of £1. 


-NATIONAL UNION OF TEACHERS. 


1904 ALBERT F. SAUNDERS, First Prize and Silver Medal. 
1905 RICHARD DEACONS, First Prize and Silver Medal. 
1905 JOSEPH J. TODD, Second Prize and Bronze Medal. 
1906 JOHN F. G. BAGSHAW, First Prize and Silver Medal. 
1906 HUBERT BYERS, Second Prize and Bronze Medal. 

1906 THOMAS HARRISON, Third Place and Bronze Medal. 
1906 J. A. MODEL, Fourth Place and Bronze Medal. 

1906 P. MURRAY, Fifth Place and Bronze Medal. 

1906- F. A. ROOT, Sixth Place and Bronze Medal. 

1907 THOMAS J. CUMMINGS, First Prize and Silver Medal, 
1907 EDGAR C, HALSEY, Second Prize and Bronze Medai. 
1907 FRED G. CARTER; Third Place and Bronze Medal. 

1907 ALFRED E. UPSDHLL, Fourth Place and Bronze Medal, 
1907 JOHN HORN, Fifth Place and Bronze Medal. 

1907 JOHN GLASKYN-CLAY, Sixth Place and Bronze Medalj 
1908 JOHN R. BENNETT, Second Prize and Bronze Medal. 
1909 HDWARD KEEFE, Second Prize and Bronze Medal, 
1910 NORMAN D. VING, First Prize and Silver Medal. 

1911 WALTER P. AMPHLETT, First Place and Silver Medal, 
1911 EDWARD J. CLAY, Second Place and Bronze Medal. 
1912 DANIEL M. PORTEOUS, First Prize and Silver Medal. 
1913 HAROLD W. NAISH, Second Place and Bronze Medal. 
1914 ARTHUR S. MOORE,-First Prize and Silver Medal. 

1914 WILLIAM J. BUSH, Second Prize and Bronze Medal. 
1915 WINIFRED HOARH, First Prize and Silver Medal. 

~ 1915 GEORGE W. BACON, Second Prize and Bronze Medal. 
1916 GEORGE W. BACON, First Prize and Silver Medal. 

1916 VICTOR H. M. BAYLEY. Second Prize and Silver Medal. 
1916 ROBERT M. CLARKSON, First Prize and Bronze Medal. 
1917 G. E. MACFARLANE, Second Place and Bronze Medal. 


SOCIETY of INCORPORATED ACCOUNTANTS. 


1907 HARCLD KAY, First Prize and Second Place, Intermediate, Dec. 
1908 ARTHUR CROSLAN D, First Prize and Silver Medal, Final, June. . 
1908 FREDERICK J. ALBAN, First Place, Intermediate, Dec. 

1908 RiCHARD G. PYH, Third Place, Final, Dec, 

1909 FREDERICK J. ALBAN, First Place and Gold Medal, Final, Dec. 
1909 ROBERT P. TIMPANY, Second Place, Final, Dec. 

1909 BERTRAM F. BAYLEY, Fourth Place, Intermediate, Dec 

1909 GWILYM HE. SAUNDERS, Fifth Place, Intermediate, Dec. 

1910 JOHN W. TODD, Ninth Place, Finai, May. 

1910 BRNEST NICHOL, Vifth Place, Intermediate, May. : 

1910 GWILYM HE. SAUNDERS, First Place and Gold Medal, Final, Dec. 
1910 BERTRAM FP. BAYLEY, Second Place and Silver Medal, Final, Dec. 
1910 HAROLD KAY, Fourth Place, Vinal, Dec. 

1911 CHESHYRE MALPAS, Fourth Place, Intermediate, May. 


Seas Soclety of Incorpo 


; JOSEPH E. STONE, Sixth Place, Intermediate, May. 


mas) 


rated Accountants and Auditors—continue 
ROBERT P. WHIPP, Ninth Plac ayer. 
FRANK B. KING, Fourth Place, Tnter: iediate, Nov. z= 


: 2:5 

OHESHYRE MALPAS, First Place and Gold Medal, Final, Nov. 
ROBERT P. WHIPP, Fifth Place, Final, Nov. ; ere 
ALFRED EH, SONES, First Place, Intermediate, Nov. 
PERCIVAL H. STAFFORD, Second Place, Intermediate, Nov. 
LEONARD J. RAGGETT, Fifth Place, Intermediate, Nov. - 
EDWARD M. SHACKLETON, Highth Place, Intermediate, Nov. __ 
THOMAS HAWORTH, First Place, Intermediate, May. a 
WILLIAM MARSHALL, Second Place, Intermediate, May. S 
THOMAS E. FLOOK, First Prize and Third Place, Intermediate, May. 
JOHN R. JOHNSON, Fifth Place, Intermediate, May. 
WILLIAM O. J. URRY, Highth Place, Intermediate, May. : 
HAROLD GIBSON, Eleventh Place, Intermediate, May. 
GEORGE R, RONSON Twelfth Place, Intermediate, May. 
THOMAS A. WRIGHT, First Prize and Second Place, Final, Nov. 
STANLEY SCOTTER, Second Prize and Third Place, Final, Nov 
ERNEST C. HANCOCK, Fifth Place, Final, Nov. 
OLIVER CROMWELL, Eighth Place, Final, Nov. 
WALTER Hi MARSDEN, First Prize Intermediate, June. 
GEORGE W. BACON, Second Place, Intermediate, June. 
FRANK A. WALTON, Second Prize, Final, June. é : 
JOSEPH E. STONH, Third Place, Final, June. 
REGINALD T. HOLDER, Fourth Place, Final, June. 
LEONARD H. GRAVES, Seventh Place, Final, June. | 
A. LEWIS ROSS, Highth Place, Final, June. ~ = 

- PERCY ALEXANDER, Ninth Place, Final, June. 
THOMAS HAWORTH, First Place and Gold Medal, Final, Nov. $ 
PATRICK TAGGART, Second Place, Final, Nov. x 
ALFBED F. NORMAN, Third Place, Final, Nov. eS 
LEONARD J. RAGGETT, Fifth Place, Final, Nov. ; 
EDWIN C. RIDING, Sixth Place, Final, Nov. ae “= 
WILLIAM L. KARAMELLT, Bighth Place, Final, Nov. Bas 
JOHN LINAHAN, First Prize, Intermediate, Nov. 
WILSON MILBOURNH, Second Place, Intermediate, Nov. 
ARTHUR E. MIDDLETON, Third Place, Intermediate, Nov. 
CYRIL H. GOLDTHORPE, Fourth Place, Intermediate, Nov. 
CHARLES W. BRADDY, First Prize, Final, May. +2 
CLARENCE SNOWDEN, Second Place, Final, May. SR: 
JOHN R. JOHNSON, Third Place, Final, May. : ; 
FREDERICK A. CAWSON, Second Place, Inter., May. 
WILLIAM J. CHING, Third Place, Inter., May. 
ARTHUR E. MIDDLETON, First Prize, Final, November. 
JOSEPH A. SPEED, Third Place, Final, November. : 
JAMES C. PAGE, First Place, Intermediate, November. : 
ARTHUR J. BENJAFIELD, Third Place, Intermediate, November. — 
ARTHUR HALLETT, Fourth Place, Intermediate, November. a 
ROSS HINDLH, Fifth Place, Intermediate, November. 
M. L. TARMASTER, First Prize, Final, May. y 
ALFRED B. DAWSON, Second Place, Final, May. <= 


CHARTERED INSTITUTE of SECRETARIES. 


F. J. ALBAN, First Place, Intermediate, June. 3 == 
A. A. YEOMANSON, First Place, Intermediate, Dec. : 
JOHN CHEAR, First Place, Intermediate, June. 
HUBERT GRIM H, First Place, Final, Dec. 

JAMES SMITH, First Place, Intermediate, Dec. 

F. F. SHARLES, Third Place Intermediate, Dec. 

R. G. WILES, First Place, Intermediate, June, 

H. OATES, Third Place, Intermediate, Dec. 

JOHN CHEAR, First Place, Final, June, 

J. A. HARTLEY, First Place, Intermediate, June. 
J.J. COON, Second Place, Intermediate, June. 

4. STABELL, Third Place, Intermediate, June. 

8. G, WILLIS, Fourth Place, Tntermediate, June. ; 
F. C. HOCKRIDGH, Fifth Place, Intermediate, June. 
F. C, THOROGOOD, First Place, Dec. : 


ae a bd 
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HERBERT H. NEGUS, First Place, Intermediate, Deo. 
St HERMIT A REGUS HIN BR maa, dome, 
bor i= vi He J ) ina! “chs 
1914 J. BASS, First pee Intermediate, lacey 


1914 ALE. MOUNCHER, Second Place, Intermediate, June. 
(‘A9i4 A.B. REAY, Third Place, Intermediate, June, 
ARTHUR JONES, (Swansea) Second Place, Intermediate, Dec, 
H. DACRE, First Place, Intermediate, June. 
; TYLER Second Place, Intermediate, June. ; 
Ww. COLDWELL, Third Place, Intermediate, Tune. + 
A. E. MOUNCHER, First Place, Final, June. 
R. J. COLE, Third Place, Final, June. 


_ UNION of EDUCATIONAL INSTITUTIONS. 


8. F. FIELD, First Prize, Elementary. - : 
EDGAR G. ABEL, Second Prize, Elementary. 


Miscellaneous Medallists and Prize Winners. 


GEORGE MORTON, First Prize and Silver Medal Yorkshire Union of I. 

1906 THOMAS HAWORTH, Second Place, L. & C. Union. : 

eg 1906 FREDERICK GRIFFITH, First Place, L. & C. Union. 

Ss: % 1907. A. E JONES, Silver Medal of the Liverpool Incorporated Accountants, 

~ 1908 P. KELLY, First in the U.K. at the Taxes Exam. of the Civil Service. 

Pes t005 N.S: FISHER, First Prize and Silver Medal for Commercial Corres- 

* < ; pondence, awarded by the National Union of Teachers. 

Fi _ 1908 N.S. FISHER, Second Prize and Bronze Medal for Theory and Practice 

Poe eee of Commerce, awarded by the National Union of Teachers. 

C. H. MERREY First Prize, Advanced Book-keeping of the M.C.U. 

MARGARITE BENNELL, First Place College of Preceptors. 

G. G. DUDDLES, First Place at the Examination of Grocers and 
Winner of Silver Cup and Purse of £20. 

ARCHILOUS TEMLETT, Second Place College of Preceptors. = 

FREDERICK J. ALBAN, First Place Final Examination of Institute 
of Municipal Treasurers and Accountants, 

W. A. OAKES, First Prize at Inter. Exam. of Chartered Accountants. 

WILLIAM CUNLIFFE, First Place Institute of Bankers. 


ee 1907-8-9 HUBERT. GRIME, Quadruple Prizeman, Lancashire and C. Union. 
———s«dA9d:s« GG. G. DUDDLES, First Place at the Exam. of the Institute of Grocers, 
a a Winner of “ Cadbury *” Prize of £100, and the “‘ Williams’ Prize. 
oy 1911 J.H. ROGERS, Silver Medal for Business Methods, L. & C. Union. 


+ - 1911 KH. ASHLEY OAKES, First Prize, Final, Chartered Accountants’. 
1912 JOSEPH E. STONE, First Place at the Exam. of the National Associa- 
Ss tion of Local Government Officers. 
- * 1913. ARTHUR JONES (Swansea), First Place at the Examination of Grocers. 
_ + +1913 W. J. HODGKISS, First Place Lancashire and Cheshire Union. 
. °1913 P. 8S. RANDALL, First Place Union of Educational Institutions. 
1913 H. EVERETT, the only Candidate who took full marks out of 885 for 
Geos Ee ct Second Division Clerks, Civil Service, October. 
So 1913 HAROLD GIBSON, First Place L. and C. Union. 
+1913 WILLIAM 0. J. URRY First Place Central Ass. of. Accountants. 
1514 A.S. PERUMAL, First Prize of $100, Government Examination of the 
Federated Malay States. F : : 
1914 RICHARD G. PYE, Second Place, Final Exam. of Institute of Muni- 
cipal Treasurers’ and Accountants’. 2 
a 1914 WILFRED MORRIS, Bronze Medal, Business Training, ‘R.S.A. 
a 1915 ARTHUR #. LANGTON, First Prize of £100 for Commercial Knowledge. 
3 1915 A.G.SYMES, Virst Prize of £15 and Silver Medal,Surveyors’ Institution. 
1915 ARTHUR JONES (Swansea), Silver Medal Standard, R.S.A., Theory 
and Practice of Commerce. 
1915 GEORGE E. MacKARLANE, First Prize, London Ass. of Accts. 
1915 DAVID R. EDWARD, Glasgow Chamber of Com. Cash Prize of £5. 
1915 R. JONES, First Place, London Ass. of Accts. : : 
1916 JOHN WHOOLEY, First Prize, Department of Agriculture, Treland. 
1916 RK. JAYARAM, Gold Medal of L.C.C. in Methods & Machinery of 
Business. 
1917 G. H. MAOFARLANE, First Prize and Silver Medal, N.U.T. Theory and 
Practice of Commerce, 
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~ HAVE YOU EVER THOUGHT ssviestone cms 
men engaged in business life—qualifications which will give yo 


professional status, with remuneration accordingly ? 


c Consider, for example, the followin 
_ which confers the right to utilise the descriptive initials indic 
< . 


Chartered Institute of Secretaries... F.C.LS. 
Incorporated Secretaries Association P.LS.A.. 


e ~ Society of Incorporated Accountants’ ee 
and Auditors ie 5 ae » BSAA 


Se London Association of Accountants... F. L.A.A. 


Possessing one of these qualifications there will be keen com 


! ; ; : petition ; 
business undertakings for your services in such a capacity as oe 


Company Secretary Accountant 
“Private Secretary _ Cost Accountant 
General Manager Cashier - 
Office Manager ‘Works Manager 
Company Director _ Auditor, etc. 


te The »,given ordinary diligence on your own part, your future career 
assured. : 


~ cos 

The obstacles! They are purely imaginary. One or other of these valuable 

examinations is open to EVERY ambitious man or woman engaged in business. 

without payment of any premium or service under articles. The necessary 
coaching may be undertaken without-interference with your present employ- — 

ment, and the cost of the necessary training is quite moderate. : |) 


eo i 
One of the above-mentioned examinations is easily within your reach. An 
hour or two per day for a few months—and the thing is done! $ 


If you would like to know more about these examina- 
and how to enter for them, send a post card, 
TO-DAY, for the ‘STUDENTS’ GUIDE,” gratis and 
post free, ; 


“METROPOLITAN COLLEGE 


: (F.B. Dept.) ST. ALBANS. : =. 


i 


od 
a 
te 
Xv 


= Pt BARKING, | | is i 
= 2 pai foie ath April, 1911. Pf ee 
“Arthur Fieldhouse, Esq. ve | F f ie Sikes | es 
Accountant & Auditor, ae ehh ate a 
4 at _ HUDDERSFIELD. Sapien ers fe 
a Bear Sir, ‘i ae be 
sq ” 1 have much pleasure in walonane you that in the age , 
d 4 preparation for all my Examinations your textbook ‘has been if 3 
my chief source of instruction, and was, undoubtedly, Me a 


argely instrumental in my ultimate success. 


A - It has been my constant companion since first : ‘ 
undertaking the study of Book-keeping and Accountancy, 
and I have no hesitation in saying that it is certainly one | 


_ of the most lucid and complete works on the subject. 
You will be glad to learn that your book was in 
Bide at the East Ham Technical College, attended by me 
during the past session. ue 
I remain, 
* Yours faithfully, 
R. A. PARISH. 


mere of the L.C.C. Prize of £10 ign 0d. 
Awarded by the 


INSTITUTE OF CHARTERED ACCOUNTANTS, 


“In “ Answers to Correspondent,” says: 7 


a 


Sit HS. has worked through all the 


“ 


25 i 


examples in Fieldhouse’s book, iy should 


certainly have as GOOD a KNOWLEDGE 


_ of Book-keeping as is ordinarily necessary.” 


ys 


WV A 


TRS. Secretary,” Wee. ongault 


of the Chartered Institute of Secretaries, Says:— — a ; 


“This Book is as good in its way as Gore- Browne’s __ 


‘Handbook on Joint. Stock Companies’ Law ’ or 4 a 
Palmer’s ‘Shareholders’ and Directors’ Legal = * 


Companion’: its editions are exhausted as rapidly, 
at the rate of one per annum, and it is equally 
: practical. We are not aware of any ‘publication, 
issued at the same price, which covers the same 
ground as completely, or in which the difficult art 
of condensation without confusion is so well dis- 


played. The student who works out the questions © 


intelligently will be WELL EQUIPPED FOR A 
BUSINESS CAREER.” 
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NEW EDITION. PRICE 1/6 NET. 


INCOME TAX 


SIMPLIFITE 


BEING A 


PRACTICAL GUIDE to the PREPARATION of the 


RETURN for ASSESSMENT, 


AND INSTRUCTIONS FOR OBTAINING 


REPAYMENT of TAX, 


For Traders, Commercial and Professional Men, Secretaries, 
Accountancy Students, and the Public. 


BY 


ARTHUR FIELDHOUSE, 


FELLOW of the ROYAL SOCIETY of ARTS, 
Accountant and Auditor, 


AND 


-—. EWART FIELDHOUSE, M.A., LL.B. 


This is tho only practical, reliable and authoritative popular 
work on the subject, having been carefully revised and brought 
up-to-date, In addition to a thorough exposition of the subject 


generally, special attention has been devoted to The Income Tax 
Act, 1918, and The Finance Act, 1919. 


FOURTH EDITION. UP-TO-DATE. 


PUBLISHED BY 


A. FIELDHOUSE, P.O. Box A. 27, | SIMPKIN, MARSHALL & Co., Ltd., . 


Huddersfield. London, E.C. 4. 
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